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SMALL BUSINESS EXPORTS AND THE WORLD 
MARKET—1960 


THURSDAY, NOVEMBER 17, 1960 


U.S. Senate, 
SELECT COMMITTEE ON SMALL BusINEsS, 
New York, N.Y. 

The committee met, pursuant to notice, at 10 a.m., in room 102, U.S. 
Court House, Foley Square, New York, oe Senator Harrison A. 
Williams, Jr., presiding. 

Present: Senators Harrison A. Williams, Jr., New Jersey; Jacob 
K. Javits, New York, co-chairman; and Jennings Randolph, West 
Virginia. 

Also present: Walter B. Stults, staff director; Raymond D. Watts, 
counsel: Harold Putnam, counsel; and Allen Lesser, legislative as- 
sistant to Senator Javits. 

Senator WiuuiaMs. I think we will get underway with our hearing. 

We expect Senator Javits momentarily. 

We are very pleased that Senator Jennings Randolph of West Vir- 
ginia could be with us. 

We would like to open our hearings this morning with a short state- 
ment from the committee, for the record. 

We are pleased to come to New York City today to open a series of 
hearings by the US S. Senate Committee on Small Business, which we 
hope w vill result in greatly expanding the opportunities for American 
small businesses in world markets. 

We live today in a shrinking world. Our miracles of communica- 
tions and transportation have shortened the old trade routes, and have 
linked together the nations and the peoples of the world as never 
before. 

Today, no market is too distant from a U.S. factory or port. Big 
business is spreading its industrial bases all over the world, but small 
business has been slow to participate in this expanding foreign trade. 

But small business cannot afford to lag behind in this area. In fact, 
all the evidence points to the need to participate in world trade ven- 
tures to assure business success. Our committee has already seen many 
instances where the foreign portion of a local company’s business 
meant the difference between profit and loss on the books of the 
business. 

Our committee has learned from 10 years of experience that small 
business has unique capabilities. It produces many valuable products. 
It has skills and services that are needed in the world aad We 
feel that it is vital to our foreign policy as well as to our domestic 
economy that small business secure its fair share of world trade. 
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Enemies of our free economy constantly prate to backward coun- 
tries that we are a nation of big business only, obscuring from these 
struggling countries that we are really a nation of small businesses 
as well. 

In the cold war, these emerging leaders of backward countries need 
some evidence that economic ‘opportunity is greatest under our form 
of government; that some remarkable successes have occurred among 
American small businesses. 

Senator Sparkman, chairman of this committee, has announced 
that our series of hearings which begins today in New York will con- 
tinue at New Orleans and San Francisco next month. 

We want to hear from our witnesses here today what problems they 
have encountered, and how they have overcome them. We want to 
know especially what Government services have been helpful, and 
what additional help from Government may be needed. 

Your comments and suggestions will be of value to the committee 
in its efforts to shape a future for American small business in world 
markets. We appreciate your interest and cooperation, and look 
forward to hearing your testimony. 

Senator Javits has a statement at this point. 


STATEMENT OF HON. JACOB K. JAVITS, U.S. SENATOR FROM 
NEW YORK 


Senator Javrrs. Thank you, Mr. Chairman, and my colleague, 
Senator Randolph. 

First, I would like to welcome the committee to New York. We 
are delighted to have you here, as it were, the seat of American 
business in terms of planning and finance. I would like to comment, 
too, upon the fact, if we need any reminder, Mr. C hairman, as to the 
importance of these hearings. We have it this morning that by order 
of the President, the Federal Government is cutting down on our ex- 
penditures abroad by a billion dollars in round figures. 

Now, this is necessary, but, certainly, it is not conducive to what 
we are trying to do in the world, which is to bring it to a higher 
stage of development, especially in the less- developed areas. 

It is compelled upon us by the financial situation. The way to 
make up for it is to increase our exports and, thereby, we give the 
United States a greater opportunity to carry a responsibility abroad 
which is ours, which we are trying to get other nations to share, but 
which is vitally important to the success of freedom : 

That is, that we should not cut our commitments abroad, but, rather, 
should cet other countries to join us in increasing those commitments 
abroad. 

One of the big lags in exports is the fact that small business is not 
adequately participating. 

We must find—that is the only purpose of my speaking, Mr. 
Chairman—new techniques by which small business can engage in the 
export trade either alone or in combination. It is extremely im- 
portant that we find ways in which small businessmen may not be 
concerned about undertaking the complications either in terms of 


credit or shipment or even in selling, of oversea business. 
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I hope very much that in the course of these hearings that we may 
get your ideas as to the practical way in which small businessmen can 
get into the export trade and what legislation may be required. 

Now, for example, it is possible to organize combinations of ex- 
porters—that is, more than one firm—under the Webb-Pomerene law. 
There are, on the other hand, many questions about whether that 
is adequate to allow small business to combine together for export 
purposes. We certainly would like to know, at least one Senator 
would like to know, how small business feels about that, and what 
is advised, if anything, in the way of changes. Also, we have no ex- 
port credit guarantees in our Government. 

The Export-Import Bank does make guarantees of some export 
credits on a 90-percent basis. Whether or ot that is adequate for 
small business’ needs is another serious question which I would per- 
sonally like to get some information on. 

We also have the well-known Battle Act,’ which regulates what we 
do, for example, with Iron Curtain countries. We have various lists 
of strategic and nonstrategic items. 

If small business has any views on that, we certainly ought to know 
them. 

These are some of the specifics which will be the basis for legisla- 
tion in the Congress. 

And, finally, we have had pending in the Congress for a long time 
a bill called the Boggs bill,? which I have sponsored in the Senate,® 
and which Representative Hale Boggs, of Louisiana, sponsored in the 
House, which, in order to encourage investment abroad, permits tax 
deferrals on the earnings of a foreign business corporation until they 
are distributed among the stockholders in the United States. 

Now, that is a matter that supposedly affects only big business, but 
it could easily affect small business as well. And if there are any 
views upon that, again, this is a matter of very pertinent Federal 
legislation. And so the field is very wide. 

It is critically important to the success of the United States in the 
world that exports be increased. The greatest potential for the 
increase of exports is in small business, and I hope very much that 
we may get some enlightenment as to the specific techniques, some of 
which I have referred to, which will encourage smal] business to 
enter far more adequately than it does today in the export field. 

For example, it is estimated that only about 12,000 firms in the 
United States, out of some 300,000, are actually engaged in the export 


business. Now, this gives you some idea of the potentials which are 
involved. 


1 Public Law 216, approved Oct. 26, 1951, 82d Cong. (65 Stat. 644), ‘‘To provide for the 
control by the United States and cooperating foreign nations of export to any nation, or 
combination of nations, threatening the security of the United States, including the Union 
of Soviet Socialist Republics and all countries under its domination, and for other purposes.” 

2H.R. 5 (Boggs), “Foreign Investment Incentive Tax Act of 1960”: “A bill to amend 
the Internal Revenue Code of 1954 to encourage private investment abroad and thereby 
promote American industry and reduce Government expenditures for foreign economic 
assistance” (H. Rept. 1282, 86th Cong., 2d sess.). H.R. 5 passed the House with committee 
amendments on May 18, 1960. The Senate Finance Committee held hearings on H.R. 5 
on June 13 and Aug. 23, 1960. No further action. 

8S. 3251 introduced by Senator Javits Mar. 22, 1960, companion bill to H.R. 5, was 
pending before the Senate Finance Committee at the close of the 86th Cong., 2d sess. 
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Thank you, Mr. Chairman. 
Senator Witu1aMs. Thank you, Senator. 


Senator Randolph? 


STATEMENT OF HON. JENNINGS RANDOLPH, U.S. SENATOR FROM 
WEST VIRGINIA 


Senator Ranpotew. Chairman Williams and Co-Chairman Javits, 
I shall take 60 seconds only. 

A few months ago, we had an earlier phase developed in these hear- 
ings which gave opportunity for testimony on the subject of the 
impact of imports on small business,‘ and I want to be objective in 
my thinking in reference to the subject matter developed. 

“But I shall say again for the record that representing a State such 
as I do, West Virginia, we have had a very serious impact on certain 
types of competition which, to a degree, our industrial and business 
leaders in certain industries feel is unfair competition. I only say 
this for the record as these hearings go more into the phases of 
American firms in export trade. 

I certainly agree with what Senator Javits has said in reference 
to the initiative of the American business community as a whole. I 
feel that the small businessman, per se, does have the initiative. I 
think he has the creativeness; I think he has the resourcefulness with 
which to enter into competition. 

I hope, and I express it for the record, that in all this bigness—and 
we are certainly aware of it constantly—we shall not forget that 
to lose the small business entity in the shuffle would be disastrous to 
our overall economy. 

Thank you. 

Senator Wiiu1ams. Thank you, Senator Randolph. 

Our first witness is the Assistant Secretary of Commerce for Inter- 
national Affairs, Mr. Bradley Fisk. 

Mr. Fisk. I have with me Charles Boehm, head of our Commercial 
Intelligence Division; and William Russell, the director of our New 
York field office. I would like them to come up here, if they could. 
With these men are up here, they may be able to correct me if I make 
a misstatement. 

Senator Wiu1aMs. Would you like to have them come to the table 
with you? 

Mr. Fisk. I think it would be well. 

Mr. Chairman, I have a prepared statement which I will submit for 
the record. It is my intention to summarize that for you. 

Senator WituiaMs. Very well. Before you proceed we will intro- 
duce in the record at this point the prepared statement by Hon. 
Kenneth B. Keating, U.S. Senator from New York. 


*“Impact of Imports on American Small Business,’ hearing before subcommittee of the 
Select Committee on Small Business, U.S. Senate, July 16, 1960 (S. Rept. 1908, 86th Cong., 
2d sess.). 
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(The statement referred to follows :) 
STATEMENT OF Hon. KENNETH B. Keatinec, U.S. SENATOR From NEW YorK 


SENATOR KEATING CALLS FOR EXPANDED EXPORT CREDIT GUARANTEES 


The broad subject of America’s foreign trade and overall international eco- 
nomic situation is one in which I am very much interested. It is encouraging 
to me that in recent months there has been considerable discussion in the press 
and among representatives of industry and Government regarding our Nation’s 
international balance-of-payments position and its effect upon our domestic 
economy. 

It is my strong opinion that the best and most logical way for America to 
improve its balance-of-payments position is to expand exports. The recent 
steps which President Eisenhower and a number of the key figures in his ad- 
ministration have taken to facilitate such an expansion have already signifi- 
cantly improved the mechanics of oversea commerce. 

I commend your committee for taking an active and constructive interest in 
ways in which American export trade can be further expanded by accelerating 
and implementing programs consistent with the objectives and capabilities of 
small businessmen. 

The problems and needs of small businesses in the United States involve 
many aspects of commerce, both in this country and abroad. The Senate Select 
Committee on Small Business has diligently and with considerable success 
aided many millions of Americans who own, operate, or are employed by 
small businesses. 

I have always fe!t there is a need for constant vigilance to deal with bottle- 
necks in our economy that present a special hardship to this vital group. 
Small businesses are absolutely essential to the effective working of a free 
enterprise economy. At the same time, these businesses are especially subject 
to rapidly changing economic pressures and trends. They often do not have 
the resources or capital to temporarily withstand these difficulties. In many 
instances, they are thereby forced to abandon their businesses or sell out 
prematurely. 

In the field of foreign trade, little is known about the types of problems to 
which small businesses are peculiarly susceptible. Your work in shedding light 
on the problems which confront small businesses engaged in export trade will 
materially assist the many firms affected by your inquiry. 

I do not intend, in this brief statement, to deal with the historical record 
of American leadership in world exports or with the part which small businesses 
have played in this field. I am certain that the many experts who are to testify 
at your hearings in New York City, New Orleans, and San Francisco will fully 
document this history. 

I want instead to place before you my deep conviction that we can and 
should do more, either privately or under governmental auspices, to make export 
trade more feasible and more expeditious for American industries—big and 
little. The President’s recently announced program to provide better and more 
accurate information and to improve services to exporters has been of immeas- 
urable assistance. 

There are other important steps which still remain to be taken. It is my 
view that we must concentrate above all upon the development and expansion 
of comprehensive American export credit guarantees to deal with both com- 
mercial and political risks. 

Almost all of the major trading nations of the world have established or 
encouraged the establishment of comprehensive export credit guarantee pro- 
grams. These guarantees, which are actually a form of insurance, enable an 
exporter to obtain the necessary advance credit he will need in order to sell 
his goods overseas. In many cases, export credit guarantee programs have 
been financed partially or in full by the Government, thus putting exporters 
in the countries involved in a much better competitive position vis-a-vis their 
American counterparts. 

Export credit guarantees are especially beneficial to American small businesses 
who for obvious reasons do not have the necessary cash available to plan 
and finance long-range oversea transactions. 
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The Export-Import Bank, to aid in the financing and to facilitate foreign 
trade, has made a good start in developing an export credit guarantee program. 
The Bank now has three types of export credit guarantees which for the most 
part have been implemented and revitalized under the President’s recent trade 
expansion program. These three programs became available as of November 
14 of this year, and it is, of course, my hope that American small business 
exporters will take full advantage of them. 

The Export-Import Bank or a similar and related agency could, I believe, 
direct and organize an even more extensive and beneficial export credit guar- 
antee program. 

Such a program could, of course, be organized privately (with or without 
some measure of governmental assistance). I know for a fact that a number 
of responsible New York private organizations are working seriously on a pro- 
gram along these lines. 

In my mind, export credit guarantees are similar to FHA-insured home 
mortgages. Like Federal Housing Administration home mortgage insurance, an 
export credit guarantee does not involve any actual cost to the U.S. Government. 
The guarantee premiums are computed to, as nearly as possible, cover antici- 
pated payments to meet losses incurred as a result of various commercial or 
political mishaps. In light of the peculiar nature of the risks involved, this 
program would meet a need which it is determined cannot be fulfilled by a 
private firm or financing institution. It is entirely consistent with the concept 
of the role of the Federal Government which is basic to our American form of 
government. 

I hope that in your hearings you will inquire of those who testify as to the 
extent to which export credit and export credit guarantees are presently avail- 
able. I hope you will also ask whether small businessmen engaged in export 
trade intend to take advantage of the new short-term and medium-term export 
credit guarantees now offered by the Export-Import Bank. 

In the field of export trade, I feel that the most practical and immediate area 
in which progress can and should be made is in the expansion and develop- 
ment of a comprehensive and workable export credit guarantee program. You 
are in a unique position to advance this cause, and I sincerely and earnestly hope 
that you will do so. 


STATEMENT OF HON. BRADLEY FISK, ASSISTANT SECRETARY OF 
COMMERCE FOR INTERNATIONAL AFFAIRS; ACCOMPANIED BY 
WILLIAM J. RUSSELL, MANAGER, NEW YORK FIELD OFFICE, 
DEPARTMENT OF COMMERCE, AND CHARLES F. BOEHM, DIREC- 
TOR, COMMERCIAL INTELLIGENCE DIVISION, BUREAU OF FOR- 
EIGN COMMERCE, U.S. DEPARTMENT OF COMMERCE, WASHING- 
TON, D.C. 


Mr. Fisk. The hearings which you are holding today on the subject 
of “Small Business Exports and the World Market” are most timely, 
coming as they do immediately following the 47th National Foreign 
Trade Convention which concluded here in New York last night. 

The trading community in our country always follows with interest 
the discussions and declarations of that convention, and the stimulation 
which it provides to businessmen will insure widespread public interest 
in the deliberations here today. Thus, I am especially grateful for the 
opportunity you are giving me to appear at this time. 

On July 16 of this year, I made a statement before the Subcommittee 
on Relations of Business With Government of this committee ° respect- 


5*TImpact of Imports on American Small Business,” hearing before a subcommittee of 
the Select Committee on Small Business, U.S. Senate, July 16, 1960 (S. Rept. 1908, 86th 
Cong., 2d sess.). 
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ing small business and foreign trade. At that time I told you some of 
the plans that we in the Commerce Department, in conjunction with 
the State Department, the Bureau of the Budget, and other Govern- 
ment agencies, had in store to carry out for what we call our export 

expansion program. And I would like to say right here that initially 
some people call this a drive. We do not consider it a drive. We 
think a drive is the kind of a thing where everybody works to a peak 
and then quits. We do not feel th: it it is possible in this situation to do 
that. We think a program that will have to be continued over many 
years is what we need, and that is what we are working on here. We 
are going to be in this situation for a long time, and we must see to it 
that our businessmen understand that they should continue in this 
effort; it is not a business of merely reaching a quota of a couple more 
hundreds of millions, or some billions, of dollars. We have to con- 
tinue to assert our position in the world and see to it that we do not 
neglect this export business. 

Drawing on my background as a small businessman, I expressed the 
conviction, buttressed by my governmental experience, that the small 
businessman has much to gain from participation in the great volume 
of foreign trade conducted by the United States, and I said further 
that the American small businessman’s traits of initiative and resource- 
fulness in meeting and overcoming tough competition augured well 
for his success. The more he learns about the techniques, the oppor- 
tunities, and the challenges of foreign trade, the less he fears it, 
and more readily plunges into it. 

A major element in the national export expansion program which 
President Eisenhower announced on March 17, 1960—to which I will 
address myself in a few moments—is to get an increasing number of 
small- and medium-sized businesses into export trade. 

But by way of introduction, and before I touch on the subject of 
Government services designed to assist small businesses to enter or in- 
crease foreign trade operations, I would like to discuss briefly the 
recent trends in total U.S. merchandise trade. 

This year our export trade situation has brightened considerably. 
Through September, nonmilitary exports, at a seasonally adjusted an- 
nual rate, had advanced by about one-fifth from the relatively de- 
pressed level of $16.3 billion registered in each of the 2 preceding years, 
1958 and 1959. For the full year 1960 it is estimated that exports will 
total approximately $19.5 billion. 

Imports, after their tremendous upsurge in 1959, have been com- 
es, stable this year. During the first 9 months of 1960 they 

ave been entering at a seasonally adjusted annual rate just slightly 
under the 1959 record level of $15.2 billion, and for the year as a whole 
they will probably amount to roughly $15 billion. So there may be 
a trade balance in our favor of between $4 billion and possibly even 
as high as $4.5 billion. 

In 1959, our traditional excess of merchandise exports over im- 
ports—and we have had an excess of exports over imports since 
ad narrowed to not much more than $1 billion. 





Every once in a while you will see a misstatement that we have an 
imbalance, a deficit. in or export trade. That has not been true for 
many years. We have always had an excess of exports. But last 
year it had dropped to not much more than a billion dollars. This 





8 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


shrinkage in our export surplus was one of a number of factors con- 
tributing to the large overall deficit in our international balance of 
payments last year. This year, the merchandise export surplus has 
expanded sharply, and will probably total well over $4 billion, or 
about four times its 1959 level. 

The increase in our trade balance, cheering though it is, has not 
been accompanied by a corresponding decline in the rate at which 
gold and liquid dollar assets—as Senator Javits just pointed out—are 
being transferred to foreign ownership this year, owing chiefly to the 
substantially larger outflows of capital from the ‘United States which 
have also been occurring. It now appears that the deficit in the U.S. 
balance of payments in 1960 is unlikely to be reduced very much 
below its excessive 1958 and 1959 levels of $3.5 billion and $3.8 billion, 
respectively. 

In order to cut the excess of payments over receipts in our inter- 
national transactions back to supportable levels, our export sales must 
be still further expanded. In our free enterprise economy, the busi- 
nessman plays the dominant role in trade, and it is to the businessman 
that the Government turns for this needed extra effort. 

In announcing the national export expansion program, the Presi- 
dent said : 

* * * T have asked the Secretary of Commerce in cooperation with other 
department heads to enlist the efforts of the business community * * *. The in- 
dividual steps in this export program are modest ones * * *, Their cumulative 
effect, however, will be substantial if American enterprise will make the nec- 
essary effort * * *, 

Subsequent to the President’s message to the Congress on March 
17, Secretary Mueller appointed a five-man National Export Commit- 
tee, under the chairmanship of Leonard F. McCollum, president, 
Continental Oil Co., to organize an export expansion effort in the 
business community. This committee, in one of its first reeommenda- 
tions, directed the formation of 33 regional export expansion com- 
mittees based in Department of Commerce field office cities, for the 
purpose of direct communication with all levels of business—large, 
medium, and small—to spread the message of the opportunities for 
profitable sales abroad. 

The functions of both the National Export Expansion Committee 
and the regional committees are set forth in detail in statements which 
I shall leave with you. 

I have here the authority and objectives of those committees, which 
I will leave for your later perusal. 

Briefly, their objective is to organize business to stimulate and en- 
courage expansion of sales abroad. The w ays and means, the program 
they are to carry out, is also here for the attention of the committee. 

Mr. Fisx. A pr ototype program of regional export expansion com- 
mittee activities was developed and has been the guideline for efforts 
of these groups. 

The end objectives of these regional committees’ activities is to reach 
the largest number of business firms to encourage those not in the 
export field to consider entering it; to urge those already in it to 





2 See exhibit 1, p. 30. 
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expand their horizons and to take a new look at markets overseas 
previously passed over as well as extending their efforts to more 
thorough coverage of existing markets. The ways and means through 
which these objectives are pursued are outlined in the prototype pro- 
gram which I shall leave with you.’ 

Each committee is comprised of 8 to 12 business leaders with par- 
ticular emphasis on businessmen who can effectively reach other busi- 
nessmen through trade associations, chambers of commerce, and other 
organizations of business people. 

The field of small business is well represented in the membership 
of these committees. In addition, selected nominations were sought 
from among the advisers to the Small Business Administration for 
addition to the membership of the regional committees. This was 
done through the Office of the Administrator of SBA. 

I have also brought with me a membership list of those committees 
which may be of some interest to you, to show that some 350 American 
businessmen spread throughout the country have been asked to work 
on this program.® 

I think perhaps I should say here that sometimes we have been criti- 
cized on these expansion committees because all of the members have 
not been exporters or foreign trade people. That has not been our 
idea. Our idea has been that, as Senator Javits pointed out, 12,000 
is the figure that we use—it is a very small number of American firms 
that are in the export business; that the 12,000 firms do not need much 
more instruction about how to get into exporting, but that the other 
many thousands of small firms do. 

Therefore, many of the members of our committees are civic 
leaders who understand the problem, but who are not necessarily ex- 
port minded or who were not when this program began. 

The national committee has met frequently with governmental offi- 
cials in Washington, and under its direction certain national programs 
of basic publicity and substantive informational efforts have been 
undertaken. 

Under the aegis of the U.S. Chamber of Commerce, the monthly 
magazine, “Nation’s Business,” has carried several full-length articles 
about the opportunities for business abroad, and how many firms may 
go about capitalizing on these opportunities. 

Arthur H. Motley, the president of the U.S. Chamber, is a member 
of our 5-man committee and he has given us untold assistance in 
spreading the word through the 7,000 members of the national 
chamber. 

The National Association of Manufacturers, again represented on 
our 5-man national committee by Rudolph Bannow, its president, 
has reached some 20,000 manufacturers and 600 trade : associations with 
this same message on the importance of export expansion. 

Another member of our committee, Donald David, who is the chair- 
man of the Committee for Economic Development, has reached his 
15,000 members with a very comprehensive message about the balance- 


7See exhibit 2, p. 32. 
® See list of chairmen, exhibit 3, p. 35. Full membership list retained in committee files. 
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of-payments problem, and the elements of the export expansion pro- 
gram, with emphasis on the work of the regional committees. 

The fourth member of our committee, Mr. Morehead Patterson, who 
is a member of Senator Magnuson’s Advisory Committee on Foreign 
Commerce, is also closely connected with the Mac hinery and Allied 
Products Institute, and has worked with us on this problem. 

In addition to these businessmen’s organizations that we have 
worked with, various specific industry groups have worked very hard 
with us. 

The Committee of American Steamship Lines has held two major 
meetings, one in Pittsburgh and one in Atlanta. Businessmen from 
surrounding States were given a full day’s program to discuss export 
potentials and the use of the American merchant marine. 

The Institute of Marine Underwriters has offered the cooperation of 
its regional organizations to c: urry the message of export opportuni- 
ties to manufacturers. 

Pan American Airways, through its vast network of sales offices, is 
bringing the export expansion effort to the attention of all their re- 
gional sales forces. 

The Railway Express Agency, again with a network of regional 
offices, is cooperating through the regional committee structure. 

Individual steamship companies have in similar manner been re- 
cruited into the national organization. All of these efforts have begun 

to show an increase in the volume of i inquiries in Washington and at 
Commerce field offices where many of the firms are asking for in- 
formation. 

Finally, the regional committees are really the vital force in spread- 
ing this wider understanding. Specialized publicity drives have been 
made thr ough trade organizations and the trade press to state the case. 

With the assistance of the cooperating trade organizations and em- 
ploying a variety of survey techniques, the committees have en- 
deavored to identify business firms who might be interested in export 
markets and the results of these surveys have been encouraging. 

Interested firms have been invited to discussion sessions where the 
potentials have been reviewed. 

The Boston committee most recently, in cooperation with the Asso- 
ciated Industries of Massachusetts, had a meeting of this sort and 
similar efforts have been carried out through the Small Business Asso- 
ciation of New England and the Boston Conference on Distribution. 

Some of our committees have been successful in staging seminars 
and conferences devoted to the subject of how to enter or expand export 
business. 

We had such a program in Peoria, I1l., and I will put the record 
of that program before you. 

Representatives of the Chicago and St. Louis Regional Export Ex- 
pansion Committees went to Peoria to participate in that program. 

Another program was put on in Denver, which was sponsored by the 
Governor of Colorado, the Colorado Society of Engineers, the Denver 


’ 


® Program, “How To Enter or Expand Export Business,’’ sponsored by Peoria Association 


of Commerce, retained in committee files. 
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Foreign Trade Club, and about six other groups who realized the im- 
portance of this problem.” 

These are some of the activities that the committees of businessmen, 
who have been working since late last spring to stimulate and en- 
courage a greatly expanded volume of American exports, have been 
taking part in. 

Now, I would like to tell you about some of the activities within 
the Government directed toward the same objective. 

Despite the existence of the “dollar gap” after World War II, our 
foreign trade expanded, and was a profitable and important segment 
of our business life. As many of the world’s great and small trading 
nations resumed their competitive positions, they were urged by our 
Government to reduce or eliminate the trade barriers which had grown 
up, and great advances have been made. 

The move to convertibility of major European currencies in De- 
cember 1958, dramatically emphasized the improved foreign exchange 
position of European nations, and with the rationale for dollar dis- 
crimination eliminated, liberalization has proceeded at a rapid rate. 

Today, many U.S. products can be sold in markets which had been 
restricted or closed since World War II. Further improvement. is 
expected. 

Progress in the liberalization of import controls is particularly 
marked in the United Kingdom and in countries of the Common Mar- 
ket. and scattered advances have been noted in the Far East. 

Dollar discrimination in the United Kingdom has narrowed to the 
point where that country continues to impose discriminatory controls 
against the dollar area on only 10 commodities. And those are, basi- 

cally, controlled for political items like grapefruit, for example, where 
they want to protect their grapefruit operations in the West Indies. 

France, in a step on September 24, eliminated restrictions on about 
a third of the dollar area industrial products. Half of the remaining 
restrictions in France will be eliminated by the yearend, and it is 
anticipated that all remaining controls on industrial items will be 
done away with by Easter of next year. Actually, for industrial prod- 
ucts the discrimination still exists only on ethylene glycol and some 
cosmetics, which require licenses, although they can be imported 
license free from the old OEEC ‘(Organization for European Eco- 
nomic Cooperation) countries. 

The State Department and ourselves have been working very hard 
to get France to remove that final discrimination. 

It: aly has dropped over a thousand items from the list of dollar 
goods requiring licenses. 

The Federal Republic of Germany has removed the great majority 
of controls from industrial products. 

Belgium, the Netherlands, Portugal, and Switzerland have done 
away with most of their discriminations. 

Japan has been talking about it for some time. We have pressed 
them and they have a and we are quite sure that, come the end 
of this year, we will get a greater opportunity to re: ach the Japanese 
market through the relaxation of their restrictions. 


1 Foreign trade seminar, ‘‘A course of study in the techniques of export trade conducted 
for business executives, designed to prepare men for the responsibilities of organizing an 


— department and conducting export operations.” Document retained in committee 
files. 
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Many other countries are mentioned here which I would not bother 
to read, but country after country has been removing the restrictions 
to imports, and thousands of American products which have not been 
sold in foreign countries for over a generation are now permitted to 
compete. 

This removal is not yet complete. We are still making continuing 
representations to foreign governments through the Foreign Service 
of the United States and through Government approaches in Wash- 
ington to reduce the remaining restrictions, and we are meeting with 
considerable success. 

The direct benefits to business from the liberalization of dollar im- 
port controls are well illustrated in two articles in Foreign Commerce 
Weekly, entitled “Possibilities for Expanded or New U.S. Export 
Markets Reported.” 

We have analyzed here by industrial categories the different coun- 
tries where the market potential is available and I will submit that 
for your attention.” 

Further along the line of encouraging the elimination of barriers 
to U.S. trade, the Department of Commerce, through its Bureau of 
Foreign Commerce and the Business and Defense Services Admin- 
istration, has been seeking direct and continued guidance from the 
business community to determine what obstacles industry still finds 
restrictive to export trade, and, jointly, to devise measures to bring 
about their removal. 

Last March we started a series of some 40 industry meetings for this 
purpose. We have held one a week ever since. Thirty-two or 33 of 
them have been finished and we will continue the balance of the year 
until all of these 40 industries have had their opportunity to tell us 
what foreign restrictions are bothering them so that we and the State 
Department can do our best to remove them. 

We feel that those meetings have provided excellent forums for 
discussing specific types of restrictions; not only tariffs, but quotas, 
surcharges, local standards, deposit requirements, and that sort of 
thing. 

These meetings have also developed information about our own 
Government services to exporters, which helps us to focus our efforts 
on improved services to traders. 

I have here quite a list of various services that our Department offers 
to small businessmen, and I do not intend to go into the detail of it, 
but I will merely list them. 

We have a consulting service on individual countries, where our 
deskmen who are assigned to the different countries are able to sit 
down with people interested in those countries and give them a great 
deal of information about trading with them. 

We have a lot of information on users, consumers, distribution 
methods and channels, types and general concentration of distribu- 
tors, foreign costs, and other facets of foreign trade in the countries 
in 7 small businessmen or any other businessmen may wish to 
Work. 


11 Retained in committee files, reprint from Foreign Commerce Weekly (Sept. 5, 1960), 
entitled ‘‘Possibilities for Expanded or New U.S. Export Markets Reported.” Foreign Com- 
merce Weekly, published by Bureau of Foreign Commerce, U.S, Department of Commerce, 
and available by subscription, Superintendent of Documents, U.S. Government Printing 
Office, Washington 25, D.C., $6 yearly ($3.25 additional for foreign mailing). 
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We have lists of names and addresses of foreign importers, dis- 
tributors, dealers, sales agents, and service organizations which we 
maintain and sell at small cost to anyone who is interested in pur- 
chasing them. 

Firms which seek a more specialized type of assistance may draw 
on the trade contact survey, a service designed to provide a choice 
of several foreign firms in a particular country which meet specific 
requirements and express a definite interest in American firms’ pro- 
posals for business. 

Between July and October of this year, we had 529 requests for this 
type of service. They came from firms in 24 States, seeking to sell 
their products in 46 different oversea areas, That happened to be an 
increase in percentage of over 650 percent from the year before. 

Our agency index service is cake a little more than a year old, and 
through it we have on file in our Foreign Service posts the names of 
American firms with their local representatives. A buyer abroad who 
wants to know where he can buy a Westinghouse or a General Electric 
or a Bendix item, for example, can immediately be directed to the 
local distributor through this index. 

In recent months we have had a striking increase in the number of 
trade opportunities received from the posts in the Foreign Service 
and those developed by the trade missions. 

The export trade opportunities published in Foreign Commerce 
Weekly during the first 6 months in 1959 were 2,334 and this year 
it is 4,288. This is a direct result of the State Department’s order 
to the foreign posts to step up the transmission of trade opportunities. 

The number of foreign investment, joint venture, or licensing pro- 
posals also shows an increase, but not as great as that of export 
opportunities. 

The businessmen themselves are doing more to sell their goods 
abroad. More and more of them are going around the world with 
their samples and their briefcases. During the first 6 months of last 
year, 490 businessmen planned trips through the Commerce Depart- 
ment, and we sent 1,337 notifications of their visits to Foreign Service 
Posts. For the same period this year the figures were 761 business- 
men and 1,843 notifications. 

We feel that this is a very important service and the men that take 
advantage of it tell us that it saves them uncounted hours and is very 
valuable in getting them to the point where they can reach the exact 
man they wish to see when they call. 

We have distributed 20 percent more Foreign Service reports on 
international markets this year than last year. It has recently reached 
a figure of 1,500 a month, as exporters have become aware of the 
information to be found in these studies. 

I am sure I have told you all about the trade missions program in 
previous testimony. I want to mention it this time only briefly. We 
are now working it on a reverse basis where we actually ae our trade 
missions carry to the other countries requests from our business people 
to find distributors and opportunities for sales of their goods. 

Since 1954, we have had 87 trade missions in 53 countries. We 
visited over 600 foreign cities, and we have done a pretty good job, 
I think, through the American businessmen who have given their own 
time to this operation. They have had no recompense for it. They 
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have had only their travel expenses and their per diem. They have 
given up to 6 weeks to travel and to emphasize the importance of 
American business as they did so. 

We have had missions this year in Iran, Afghanistan, France, 
Kenya, Uganda, and Tanganyika. 

Scheduled for the remaining part of the fiscal year ending June 30, 
1961, are missions to go to Australia, Ceylon, Malaya, Singapore, 
Japan, West Africa, Colombia, the southern Caribbean, Germany, 
Finland, and Sweden. 

I have here some descriptive literature on the trade missions which 
I submit for your attention.’ 

We are initiating a trade center program which will provide exhibit 
and promotional facilities for American firms abroad. For the first 
of these centers, we hope to begin operation in a downtown com- 
mercial location in London early in 1961. We intend to display Amer- 
ican products and aggressively promote them to the trade through 
both the Government officials and the representatives of industries 
whose products are shown there. 

We think these centers will be especially helpful to firms not now 
in the export business, or small firms which require special help in 
testing foreign markets and locating agents for sales of their products 
abroad. 

This year for the first time we experimented in the program of the 
Office of International Trade Fairs because instead of setting up an 
overall theme and selecting specific items to match it, doing it ent irely 
under Government supervision, we invited American firms to sublet 
space in our area in the Vienna Fair and invited them to sell their 
goods at that point. 

Some 32 American firms contracted for space in the pavilion there, 
and an additional 62 manufacturers contributed their products to the 
general exhibit. 

These 94 businessmen have done a pretty good job, we think, in 
selling their goods abroad, and they are happy with the results and 
have asked us to let them know when we get into further operations 
of this type. 

We intend to continue the trade-fair program on that basis, and I 
will submit here the list of the firms that took part in the Vienna 
Fair.* 

Some of you might be interested to know that the city of Chicago, 
through Tom Coulter of the Chicago Association of Commerce and 
Industry sublet about 25 percent of that space and they had within 
the American pavilion a > Ehicago exhibit which was very successful 
and which they would like to do with us again at some other point. 

Senator Javits might make a note of that for New York City in 
some of these fairs. I am sure they could do a similar thing. 


2% Documents retained in committee files: (1) Reprint from Foreign Commerce Weekly 
entitled ‘“‘Trade Missions ‘Sell’ Your BP’s’”’; (2) “U.S. Trade Missions Abroad”; (3) Busi- 
ness Proposals—“Opportunities for Trade and Investment Between Indian and U.S. 
Firms—U.S. Trade Mission Program, India (1958-60 )” ; (4) “The U.S. Trade Mission 
Program—Policies, Objectives, Responsibilities’; Report of the U.S. Department of Com- 
merce Trade Mission to Brazil, May 12—July 1, 1960. 

48 Retained in committee files: “U.S. Pavillon (4-11 September), Internationale Herbst- 
messe-Wein, Osterreich.”’ 
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For the businessman who learns of the drive to expand exports 
either through reading of it, or through the contact work of the re- 
gional committees field office publicity, foreign trade exhibits, or 
some other means, and who expresses an interest in learning more 
about it, we suggest a meeting with one of our trade consultants, a 
visit to a field office, or a perusal of our selected publications. ‘Two 
such publications have been prepared especially for the beginner in 
foreign trade, “Guides for New World Traders” and “Channels for 
Trading Abroad.” Those, I left with your secretary.“ 

Requests for these and other bulletins and publications have been 
stimulated since the recent introduction and use of a film strip which 
we developed in the Department, which illustrates how American 
firms can boost their sales in rapidly expanding markets. 

The 27-minute film strip, in color and with a sound track, is entitled 
“Exportunities,” and was designed as a visual aid in the national ex- 
port expansion program. For those of you in New York, William 
Russell of our New York office, can tell you how to get hold of it or 
how to see it, if you want to use it for one of your own groups. 

Any discussion of Government services to world traders should 
also include the work being done to expand the commodity and in- 
dustry studies which are a guide to specific markets. Here our Busi- 
ness and Defense Services Administration, which is the domestic side 
of the Commerce Department, anticipates that it will increase its out- 
put of market surveys from an average of 10 to 12 annually to about 
40 in 1961. 

During the past 12 months surveys have been initiated on a variety 
of commodities such as printing machinery, wood pulp, newsprint, 
household appliances, paints, leather and footwear, and so forth. 

I have mentioned the field offices several times before. I can’t men- 
tion them too often. It is the tool through which we do all of this 
work and we could not get along without their assistance. The field 
office personnel are continually brought up to date on the trade promo- 
tion facilities and interests of the Government. 

A short time ago the managers of the field offices were brought to 
Washington for a working conference with officers of the Export- 
Import Bank relating to the export expansion program. 

I am not competent to discuss the Export-Import Bank’s program 
specifically, and I have not checked the results through last Friday, 
but a week ago last Friday they told me that since May their guarantee 
program for political risk has covered $78 million worth of business 
through 109-odd exporters. 

The middle term operation, which is where the Export-Import Bank 
takes up 55 percent of the loan, the credit, is now exposed to about 
$16.5 million; so there is almost $100 million worth of business that 
the Export-Import Bank has had a finger in promoting from May 
until a week ago last Friday. There has been a great deal of interest 
in that operation. 

I mentioned earlier that the job of expanding exports is one which 
is primarily the task of business itself, but I can’t think of any 
endeavor in the field of private enterprise which needs basic Govern- 


14 Retained in committee files; (1) “Guide for the Newcomer to World Trade” ; (2) “Chan- 
nels for Trading Abroad.” 
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ment assistance as much as does foreign trade. To compete in the 
business of international trade, our businessmen must have data 
which not even the largest corporations are able to develop wholly by 
themselves. 

The 280 posts of the Foreign Service serve as the eyes and ears 
abroad of the American Government, reporting on those develop- 
ments, laws, changes, opportunities, disasters, disputes, and a host 
of other occurrences, all of which have a bearing on the successful 
pursuit of trade for profit. 

Under current plans the Foreign Service is making small increases 
in the size of the commercial staffs abroad. State has requested an 
additional 46 Foreign Service officers for next year. It may come as 
a surprise to some of you gentlemen to know that, in spite of the fact 
that there are 283 posts, we have only 112 commercial officers, and in 
some posts we have more than one commercial officer, so we are not as 
well represented commercially as we should be. 

We work very hard on this with the State Department and they 
are in complete agreement with us that this work must be expanded. 
Therefore, with regard to this new request for 46 more people, we 
hope that at the end of 3 years we will be able to expand that to some 
125 to 150 more Foreign Service officers who are expert in commercial 
work. 

We in our department have set up with the cooperation of the 
Harvard Graduate School of Business a training program to see to 
it that these men are thoroughly versed in the job they are todo. We 
have translated the work that we get back from the Foreign Service 
into opportunities and aids for business and we do our best to pass it 
on through the field offices to the businessman. 

Now, someone might ask me how much help we have been? What 
have the results been ? 

I have here a few selected success stories. I won’t go through all 
of them. I might say the first one on the list is a Denver, Colo., firm 
which in May of 1960 was awarded the design and construction 
engineering contract on a power generating project in Greece which 
will run between $60 and $70 million. That opportunity was reported 
through our Foreign Service and called to the Denver firm’s attention 
by our field office in that city. 

A small business in Florida obtained an order in excess of $60,000 
for insulated wire and cable from the Government of Liberia. This 
came through the Foreign Commerce Weekly offers. 

An invitation to bid on railway and bridge ties in Iran, published 
in Foreign Commerce Weekly, got a contract for 215,000 railroad ties. 
These are selected opportunities that show that they have been acted 
on, and we feel our program is doing some good.” 

I assure you we do not claim credit for the $4 billion increase in 
exports now estimated for 1960. We know perfectly well that that 
was underway before our expansion efforts got to work, but I would 
like to say that I have had that figure checked recently. Many of you 
have heard that that excess is due entirely to cotton and jet aircraft. 
I began to believe it myself, I heard it so often. I had our Inter- 


1 Retained in committee files: Statement prepared by U.S. Department of Commerce en- 
titled “Select Examples of the Effective Use of U.S. Government Trade Promotion Services.” 
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national Economic Analysis Division check it up and I found that 
approximately a third of that increase, based on data through Sep- 
tember, is due to the increase in exports ‘of cotton and jet planes; that 
the other two-thirds is spread very broadly over most of the major 
commodities which we export. Exports of cotton and jet planes are 
expected to remain high next year, although somewhat below the 
extraordinary value exported this year. 

Cotton shipments may drop perhaps 10 percent at the very most, 
and the rate of delivery of jet planes is expected to be sustained at a 
high level throughout most of 1961. 

So we do not feel that that is going to drop off just because 

December 31, 1960, arrives. 

A conservative estimate based on the past rate of growth indicates 
the present value of approximately $90 billion annually for free world 
exports to destinations outside the United States could increase to 
about $124 billion at today’s prices by 1970. 

If the United States regains its share of world markets and com- 
petes successfully for the expanding markets, it could mean a 45- 
percent increase in our exports over the next decade. 

If we do not compete vigorously and intelligently, our balance-of- 
payments situation can seriously deteriorate, bringing with it a threat 
to our entire economy. 

Conversely, you can easily visualize what a 45-percent increase in 
exports would mean to business and to labor. It is not just the manu- 
facturer or the worker that he hires who stands to gain. Our trans- 
portation systems, our insurance companies, our freight forwarders, 
our banks and a multitude of other activities directly or indirectly con- 
nected with exporting and importing will benefit, ‘and it is our effort 
and our hope to interest and help launch many more small business 
firms in profitable export. 

Finally, as a last exhibit, an example of cooperation between the 
Small Business Administration and the Department of Commerce, I 
will supply for your attention a small business publication written by 
the Bureau of Foreign Commerce which is entitled, “How the Bureau 
of Foreign Commerce Can Help Small Manufacturers.” *° 

Thank you very much, gentlemen. 

Senator Winrtams. Thank you, Mr. Secretary. 

Senator Randolph? 

Senator Ranpotrn. Secretary Fisk, you said, “if the United States 
regains its share of world markets.” Do you mean we have lost our 
share ? 

Mr. Fisx. In 1957, our share of world markets was 22 percent. 

In 1959, it was 19 percent. 

We feel that we must get that pushed back up to 22 percent. 

We do not know that we can get it much higher than that, but we 
we do not feel we ought to let it drop backward. 

Senator Ranpotru. Is there a quick answer to why we have had 
the drop, which you have indicated ? 


16 Retained in committee files. 
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Mr. Fisx. Oh, yes. That is the increasing competition, the increas- 
ing industrialization of Western Europe and of Japan. It is our own 
fault. We did it. We wanted to do it. We want those people to 
be on their own feet, to support themselves, but, at the same time, as 
they do it, we must see to it that our businesses do not slack off and get 
outcompeted by them as they go along. 

Senator Ranpoten. You have not used the labor costs. Are those 
coming near into line or are they still a factor, sir? 

Mr. Fisk. The labor costs in Europe, I am sure, are increasing. 
However, they are so low that basically they are not going to arrive at 
a point where the labor costs in any of the foreign countries and our 
labor costs are equal. We feel, however, that r: ather than being priced 
out of markets, we are much more likely to be designed out of markets. 
We feel that our manufacturers are smart enough, if they really put 
their minds to it, to design things that. will go well. 

We feel that in the past our people have been saying, “This is an 
icebox that makes its own ice cubes and turns on an electric light and 
you can have it for $435,” and people 1 in other countries do not want 
that. They would like an icebox for much less money, one that keeps 
things cold and prevents spoilage, and our people have not bothered to 
meet that demand. Our manufacturers have said our production lines 
are set up for U.S. domestic operations and they are not going to 
change. 

We feel that there must be a change in that attitude and we must 
design for overseas markets. A good example of how that works is 
what is happening now with compact cars where France is saying, 
“For heaven’s sake, don’t send any more compact cars over here, we 
are scared to death.” 

We do not intend to scare anyone to death, but it shows that when 
our manufacturers do design for the countries to which they are ex- 
porting, those products are accepted and it can be done in many more 
areas. 

Senator Ranpoten. Mr. Chairman, one final question, because you 
have spoken of the word which comes to us, “Do not send the compact 
cars from the United States to foreign countries.” 

What percentage of our exports are raw materials or completed or 
finished products? 

Mr. Fisx. I don’t know that I can answer that off the top of my 
head. I think it might be fair to say that some—I would not want to 
be held—50 or 60 percent are probably finished products. I will sub- 
mit a tabulation for the record.2” 

Senator Wiiu1aMs. Senator Javits? 

Senator Javirs. To what extent do you think that small business is 
exercising its potential for participation in export trade now? 

Mr. Fisk. I think only in a very small way, Mr. Javits. I think 
that these efforts we have been making and intend to continue to make 
are merely starting up interest, and I do not believe that many small 
businesses have started anew. 

There are many small businesses included in the 12,000 that you and 
IT have spoken of, which have enjoyed foreign trade for some time, 
but, in general, I ‘think you would find that the important American 


17 See exhibit 4, p. 37. 
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people abroad are the bigger firms who have been in the business for 
many years. We can pinpoint several small manufacturers like the 
William Underwood people up in Massachusetts who make deviled 
ham. They have been in the exporting business ever since they started. 
They know all about it; they have continued in it, and they are a small 
business. But, basically, small businesses are scared of the export 
business. They do not know how to go about it. Your suggestion on 
the Webb-Pomerene Act is one we have publicized through Foreign 
Commerce Weekly. We think that is a possibility. 

Mr. Morehead Patterson at one of our meetings of our export ex- 
pansion committee the other day suggested that his export depart- 
ment might be willing to act as an export agent for small firms that 
were not in competing lines, and we intend to follow that up and see 
if we cannot provide more assistance of that type from other experi- 
enced companies. 

But as far as the direct answer to your question “How many small 
firms are in the export business?” it is probably more than half of the 
12,000 we are talking about, but it is still a very small number of firms. 

Senator Javits. And do you think we need to do anything about 
export credit guarantees beyond what the Export-Import Bank is 
doing now ¢ 

Mr. Fisk. I think perhaps we do, and the Export-Import Bank is 
now investigating that. I talked with Mr. Waugh and Mr. Rountree 
the other day. 

Through our industry meetings, about which I spoke earlier, we 
have had a good many suggestions about further guarantees, and I 
believe that the staff of the Export-Import Bank is worrying about 
that now, but I am not competent to tell you what they are doing. 

Senator Javirs. And do you feel that the services which are avail- 
able in this country of joint exporting managers or export distribu- 
tors are adequate for all the small businesses that ought to get into 
this field ¢ 

Mr. Fisk. I think probably the services are adequate, but I am not 
sure they are well enough known to the small business people. I think 
that is our problem. 

Senator Javits. Finally, to what extent do you think that the Boggs 
bill?* would help in this situation, if it should get through the 
Congress ¢ 

Mr. Fisk. I think the Boggs bill would be very effective. As you 
know, my predecessor, Mr. Kearns, was a great proponent of the 
Boggs bill. It has not been a matter of discussion since I have held 
this seat, but it is my impression that the Boggs bill would be very 
advantageous to the American exporters. 

Senator Javits. What about small business, would it help them? 

Mr. Fisx. Yes; I think it would. 

Senator Javrrs. And, finally, to what extent would trade fairs be 
important in this situation, for small business ¢ 

Mr. Fisx. Trade fairs abroad ? 

Senator Javits. Yes. 


# H.R. 5, “Foreign Investment Incentive Tax Act of 1960” (Boggs bill). 
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Mr. Fisk. We feel that they are very important, and we have a 
record of success on that. We have had well over 1,500 small firms 
that have participated in our exhibits since 1954 when we began 
this program, and many of them are anxious to come in again and 
again. 

What happens is that after they have had an opportunity at Gov- 
ernment expense to show their goods in a fair and discovered the 
interest that is developed there, they will quite often go into fairs 
on their own, rent their own space and develop their own business. 

Senator Javrrs. Would you say that the prime need of small busi- 
ness in respect to imports is to be found through combination rather 
than by individual firms, or would you not ? 

I am not trying to cast the question so that it would be difficult to 
answer. Give us your own opinion. 

Mr. Fisk. I am afraid the answer there has got to be up to each 
business. I think some businesses might ride on the tail of the coat 
of larger business, like this American Machine & Foundry thing I 
just spoke of. I think others might combine several small businesses 
with a single export manager, and there are some small businesses 
we know of that have done very well by themselves without that. I 
do not think there is any royal road or rule that has to be followed. 

Senator Javirs. Thank you, Mr. Chairman. 

Senator Witi1ams. Mr. Secretary, you noted a gradual relaxation 
of restrictions on the part of many European countries. I wonder 
what you think the effect or impact of the Common Market will be 
on our ability to export to those European countries? 

Mr. Fisk. There is no doubt that the Common Market is one of the 
things that worries American business more than anything, and un- 
doubtedly it is one of the reasons so much gold has left the country 
and so many dollars have left the country, and our manufacturers 
have set up branches within the Common Market. 

On the other hand, I think that the Common Market concept itself 
is going to make sort of a United States of Europe. I think that even- 
tually the demand there for products is going to be great enough so 
that we can well compete in that market without setting up plants 
there and can export to it. I think that once the internal barriers are 
down, we are going to find that there is a greater demand, and, after 
all, what our population is now is around 180 million. I think the 
population of the Common Market is about 200 million. I think we 
are going to have another area for which there is a great demand for 
consumer goods for the things that America makes which are not now 
made in that area, and I believe that it will be possible for us to hold 
our own in the Common Market. 

Senator Wiiu1aMs. I do not know whether you care to comment, but 
do you feel that the recent endeavor of Ford to supply part of the 
industry in England isa response to this fear ? 

Mr. Fisk. I do not know that. I thought you were going to ask 
the question another way, and I would like to go off the record with 
my answer. 

(Discussion off the record.) 

Senator Wituiams. Just one further inquiry that comes to mind: 
Do you know whether, in connection with our export through our 
mutual security program in the export of American goods, there is any 
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program of encouragement to small business to be part, a significant 
part, of the export of American products under the program ? 

Mr. Fisk. I cannot answer that. I know that the intention is there, 
but the mechanics of doing it and whether or not they work, I do not 
know. 

Senator Wiu1AMs. We do expect to have that answered by ICA 
later. 

Mr. Fisk. I am sure that they can. 

Senator Witt1ams. Thank you very much, Mr. Secretary. 

Senator Ranpotrn. Mr. Secretary, you asked to be heard off the 
record in reference to the Ford proposal of complete ownership in 
foreign countries. Wouldn’t you like to have that on the record— 
not referring to Ford, but to your philosophy here? I think that is a 
very valid statement you have oe and perhaps the most important 
statement that you have given to the committee. 

Mr. Fisk. If that statement could be made without reference to the 
Ford Co., I would be glad to have it made. May I send that in? * 

Senator WituiaMs. Of course you may. 

Senator Ranpoipu. Mr. Secretary, 1 do feel that you have spoken 
here within the framework of a philosophy that I think is a matter 
of concern. 

Mr. Fisk. As long as we have gotten into this, I might go a little 
further. The day before yesterday I met in the office, the business 
office of a friend of mine here in New York, five gentlemen from Latin 
America—a man from Brazil, one from Argentina, one from Co- 
lombia, one from Peru, and one from Venezuela. They had come 
here at their own expense to spend a month to say what I just said 
to the directorship of the American firms that are operating in their 
countries. I happened on the meeting by chance. I have invited 
them to Washington on Monday to talk with our people because we 
feel it is very important that this word gets spread among our corpo- 
rations, and we intend to do our best to see to it that itis done. I just 
can’t see how America can compete successfully against communism 
if we insist on holding the purse strings and say what a great thing 
capitalism is, and do not let the countries in which we are putting 
these branches have an opportunity to find out. 

Senator Wixtrams. I gather the germaneness of Ford to the Small 
Business Committee can only be linked through the fact that once 
Ford, too, was a small business. 

Mr. Fisk. Of course, that is our definition in the Department of 
Commerce. We do not distinguish between small and large business. 
We just say that small business is a business that is going to be a large 
one sooner or later. 

Senator Wiittims. We are very grateful to you, Mr. Secretary. 
You have given us extremely helpful information. We will include 
in the record at this point your prepared statement, along with 
exhibits to be included in the record. 

Mr. Fisx. Thank you, Mr. Chairman. 


1 See exhibit 5, p. 38. 
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(The statement referred to follows :) 


PREPARED STATEMENT OF Hon. BRADLEY FISK, ASSISTANT SECRETARY OF COMMERCE 
FOR INTERNATIONAL AFFAIRS, ON “SMALL BUSINESS EXPORTS AND THE WORLD 


MARKET” 


Mr. Chairman and members of the committee, the hearings which you are 
holding today on the subject of “Small Business Exports and the World Market” 
are most timely, coming as they do immediately following the 47th National 
Foreign Trade Convention which concluded here in New York last night. The 
trading community in our country always follows with interest the discussions 
and declarations of that convention and the stimulation which it provides to 
businessmen will insure widespread public interest in the deliberations here 
today. Thus I am especially grateful for the opportunity you are giving me to 
appear at this time. 

On June 16 of this year I made a statement before the Subcommittee on Rela- 
tions of Business with Government, of this committee, respecting small business 
and foreign trade. Drawing on my background as a small businessman I ex- 
pressed the conviction, buttressed by my governmental experience, that the small 
businessman has much to gain from participation in the great volume of foreign 
trade conducted by the United States; and I said further that the American 
small businessman’s traits of initiative and resourcefulness in meeting and 
overcoming tough competition augured well for his success. The more he learns 
about the techniques, the opportunities, and the challenges of foreign trade, the 
less he fears it, and more readily plunges into it. A major element in the na- 
tional export expansion program which President Eisenhower announced on 
March 17, 1960—to which I will address myself in a few moments—is to get an 
increasing number of small- and medium-sized businesses into export trade. 

But, by way of introduction, and before I touch on the subject of Government 
services designed to assist small businesses to enter or increase foreign trade 
operations, I would like to discuss briefly the recent trends in total U.S. mer- 
chandise trade. 

This year our export trade situation has brightened considerably. Through 
September, nonmilitary exports, at a seasonally adjusted annual rate, had 
advanced by about one-fifth from the relatively depressed level of $16.3 billion 
registered in each of the 2 preceding years, 1958 and 1959. For the full year 1960 
it is estimated that exports will total approximately $19.5 billion. 

Imports, after their tremendous upsurge in 1959, have been comparatively 
stable this year. During the first 9 months of 1960 they have been entering at a 
seasonally adjusted annual rate just slightly under the 1959 record level of $15.2 
billion, and for the year as a whole they will probably amount to roughly $15 
billion. 

In 1959, our traditional excess of merchandise exports over imports had nar- 
rowed to not much more than $1 billion. This shrinkage in our export surplus 
was one of a number of factors contributing to the large overall deficit in our 
international balance of payments last year. This year, the merchandise export 
surplus has expanded sharply, and will probably total well over $4 billion, or 
about four times its 1959 level. 

The increase in our trade balance, cheering though it is, has not been accom- 
panied by u corresponding decline in the rate at which gold and liquid dollar 
assets are being transferred to foreign ownership this year, owing chiefly to the 
substantially larger outflows of capital from the United States which have also 
been occurring. It now appears that the deficit in the U.S. balance of payments 
in 1960 is unlikely to be reduced very much below its excessive 1958 and 1959 
levels of $3.5 billion and $3.8 bililon, respectively. 

In order to cut the excess of payments over receipts in our international trans- 
actions back to supportable levels, our export sales must be still further expanded. 
In our free enterprise economy, the businessman plays the dominant role in trade, 
and it is to the businessman that the Government turns for this needed extra 
effort. In announcing the national export expansion program, the President said: 
“* * * T have asked the Secretary of Commerce in cooperation with other 
department heads to enlist the efforts of the business community * * *. The 
individual steps in this export program are modest ones * * *, Their ecumula- 
tive effect, however, will be substantial if American enterprise will make the 
necessary effort * * *.” 
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Subsequent to the President’s message to the Congress on March 17, Secretary 
Mueller appointed a five-man business committee, under the chairmanship of 
Leonard F. McCollum, president, Continental Oil Co., to organize an export 
expansion effort in the business community. This Committee, in one of its first 
recommendations, directed the formation of 33 regional export expansion com- 
mittees based in Department of Commerce field office cities, for the purpose of 
direct communication with all levels of business—large, medium, and small—to 
spread the message of the opportunities for profitable sales abroad. The func- 
tions of both the National Export Expansion Committee and the regional com- 
mittees are set forth in detail in statements which I shall leave with you. 
Briefly, their objective is to organize business to stimulate and encourage expan- 
sion of sales abroad. A prototype program of regional export expansion com- 
mittee activities was developed and has been the guideline for efforts of these 
groups. The end objective of these regional committees’ activities is to reach the 
largest number of business firms to encourage those not in the export field to 
consider entering it; to urge those already in it to expand their horizons and to 
take a new look at markets overseas previously passed over as well as extending 
their efforts to more thorough coverage of existing markets. The ways and 
means through which these objectives are pursued are outlined in the prototype 
program * which I shall leave with you. 

Each committee is comprised of 8 to 12 business leaders with particular 
emphasis on businessmen who can effectively reach other businessmen through 
trade associations, chambers of commerce, and other organizations of business 
people. The field of small business is well represented in the membership of 
these committees. In addition, selected nominations were sought from among 
the advisers to the Small Business Administration for addition to the member- 
ship of the regional committees. This was done through the Office of the Admin- 
istrator of SBA. 

Under the direction of the national committee, which has met frequently with 
governmental officials in Washington, certain national programs of basic pub- 
licity and substantive informational efforts have been undertaken. Under the 
aegis of the U.S. Chamber of Commerce, the monthly magazine Nation’s Busi- 
ness has carried several full-length articles about the opportunities for business 
abroad, and how firms may go about capitalizing on these opportunities. A per- 
sonal message from the chamber’s president, Mr. Arthur H. Motley, who is a 
member of the national committee, has been carried in several issues. In addi- 
tion, there have been direct letters, over his signature, sent to 7,000 members of 
the national chamber, and a special letter to chambers of commerce and trade 
association members. These letters have directed attention to the elements of 
the export expansion program, and emphasized the more liberalized business 
conditions that prevail abroad which spell profitable sales opportunities. 

The National Association of Manufacturers, through its president, Rudolph 
Bannow, a member of the national committee, has carried several extensive 
articles on the program in NAM News which reaches 20,000 manufacturers ; 
NAM has also issued special letters to manufacturing trade associations com- 
prising the National Industrial Council of NAM. These approximately 600 asso- 
ciations represent the entire cross section of American industry which have been 
reached with the message about the export effort. Mr. Bannow sent a personal 
letter to these trade associations exhorting them to vigorous effort to bring to 
the attention of their members information about sales opportunities abroad 
and how to pursue them. Cooperation of these trade associations with the 
regional committees has been requested. In addition, such groups were encour- 
aged to form and maintain world trade committees within their organizations as 
a medium for concentrating attention on export markets. 

The Committee for Economic Development, through its chairman, Donald K. 
David, a member of the national committee, has reached out to its 15,000 mem- 
bers with a comprehensive message about the balance-of-payments problem, and 
the elements of the export expansion program with emphasis on the work of the 
regional committees. 

Activities are underway with the Machinery & Allied Products Institute which 
cover a wide range of firms manufacturing machinery and hard goods in the 
United States. Mr. Morehead Patterson, chairman of the board of the American 
Machine & Foundry Co., is a member of the International Trade Committee of 
the Machinery & Allied Products Institute and a NEEC member. 


1 See exhibit 2, p. 32. 
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Individual organizations have extended cooperation to the national export 
expansion program, geared to reaching their members with a specific message 
about the opportunity for sales abroad and the need for greatly expanding our 
exports. Examples of these activities are— 

1. The Committee of American Steamship Lines has held two major meet- 
ings, one in Pittsburgh and one in Atlanta. Businessmen from the surround- 
ing States were invited for a full day’s program to discuss export potentials 
and the use of the American merchant marine. Commerce officials and 
members of regional export expansion committees have participated in this 
work which, in the case of the most recent Atlanta meeting, reached some 
300 business executives. 

2. The Institute of Marine Underwriters has offered the cooperation of its 
regional organizations throughout the United States to assist in carrying 
the message about export opportunities to manufacturers. This is a very 
specific activity, to personally contact business firms to tell them about over- 
sea markets. 

3. Pan American Airways through its vast network of sales offices in the 
United States is bringing the export expansion effort to the attention of all 
their regional sales forces. They will be recruited in the effort to personally 
bring to the attention of American firms in their territories information 
about oversea markets and to encourage firms to enter the export field or 
expand their horizons. 

4. The Railway Express Agency, again with a network of regional offices, 
is cooperating through the regional committee structure. They are using 
their sales forces, who call on business firms all over the country, to talk 
about sales opportunities abroad. 

5. Individual steamship companies have in similar manner been recruited 
into the national organization for reaching business people with the export 
message, again through their traffic solicitors and personal contact work. 

All of these efforts have begun to show an increase in volume of inquiries at 
Commerce field offices where many of these firms are asking for information on 
oversea markets and how they may enter the field. 

In the last analysis the regional committees located in 33 Commerce field 
office cities are a vital force in spreading a wider understanding of the need 
for expanding U.S. exports and influencing American firms to take a new look at 
export markets. These 33 committees have undertaken a variety of program 
activities to develop a business consciousness of this export need. Specialized 
publicity drives have been made through trade organizations and the trade press 
to state the case for the export effort and relate the favorable sales potentials 
abroad to their local business communities and industries. 

With the assistance of cooperating trade organizations, and employing a 
variety of survey techniques, the committees have endeavored to identify busi- 
ness firms that might well be interested in export markets. In many cases, the 
results of surveys have been most encouraging, with responses running from 10 
to 20 percent. Interested firms have been invited to discussion sessions where 
the potentials of export and how to export have been reviewed. Here again the 
structure of business associations and businessmens’ organizations have been 
the primary vehicle for bringing about this wider knowledge of export potentials 
and the techniques of doing export business. An example of this type of co- 
operation is most recently reported by the Boston committee, but is typical of 
others, where in cooperation with the Associated Industries of Massachusetts, 
members of the regional export expansion committee served on special panels 
or were available for consultation at meetings of this organization. Similar 
efforts were carried out through the Smaller Business Association of New Eng- 
land and the Boston Conference on Distribution. 

Some of the committees have been successful in staging seminars and confer- 
ences devoted to the subject ‘“‘How To Enter or Expand Export Business.” I 
shall offer for the record a typical program for one such conference held in 
Peoria, Ill.’ It illustrates the manner in which trade organizations have been 
brought together on a regional basis to discuss this subject. Representatives of 
the Chicago and St. Louis Regional Export Expansion Committees participated 
in the program. Recent sessions of this type have been held in Jackson, Miss., 
Baton Rouge, La., Seattle, Wash., Cedar Rapids, Iowa, Minneapolis, Minn., 


2 Retained in committee files. 
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Mansfield, Ohio, and Dallas, Tex. Another example is the program of the 
University of Denver, which is staging a course in export trade initiated and 
developed with the regional export expansion committee in Denver. A copy of 
this program is submitted for your review.’ These are some of the activities of 
the committees of businessmen who have been working since the late spring to 
stimulate and encourage a greatly expanded volume of American exports. 

Now I would like to tell you about some of the activities within Government 
directed toward this same objective, activities which I believe have a direct 
bearing on an increased role in foreign trade for the small businessman. Despite 
the existence of the “dollar gap” after World War II our foreign trade ex- 
panded and was a profitable and important segment of our business life. As 
many of the world’s great and small trading nations resumed their competitive 
positions, they were urged by our Government to reduce or eliminate the trade 
barriers which had grown up, and great advances have been made. 

The move to convertibility of major European currencies in December 1958 
dramatically emphasized the improved foreign exchange position of European 
nations, and with the rationale for dollar discrimination eliminated, liberaliza- 
tion has proceeded at a rapid rate. Today many U.S. products can be sold in 
markets which had been restricted or closed since Worid War II. Further 
improvement is expected. 

Progress in the liberalization of import controls is particularly marked in the 
United Kingdom and in countries of the Common Market, and scattered ad- 
vances have been noted in the Far East. 

Dollar discrimination in the United Kingdom has narrowed to the point where 
that country continues to impose discriminatory controls against the dollar 
area on only 10 commodities. 

In a major liberalization step on September 24, 1960, France eliminated 
quantitative restrictions on one-third of the dollar area industrial products 
then subject to controls. Half of the remaining restrictions on industrial prod- 
ucts are to be eliminated by year end, and it is anticipated that all remaining 
controis on industrial items will be done away with by Easter, 1961. Discrimi- 
nation exists against only two dollar area products—ethylene glycol and some 
cosmetics—which require licenses, although they can be imported license free from 
OEEC countries. 

Italy has dropped approximately 1,000 items from the list of dollar goods 
requiring import licenses. 

The Federal Republic of Germany has removed the great majority of controls 
from industrial products. 

Belgium, the Netherlands, Portugal, and Switzerland have virtually done away 
with discriminations. 

In the Far East, Japan has begun a program of liberalization to be spread out 
over the next several years. And the Federation of Malaya and the State of 
Singapore have removed the last remaining import licensing discrimination 
against regular direct shipments from the dollar area. 

In Africa, the Federation of Rhodesia and Nyasaland has likewise removed 
the last vestiges of discrimination against dollar imports, 

Further trade liberalization measures have also been taken by the Govern- 
ments of Australia, Austria, Colombia, Finland, Ghana, Greece, Iceland, India, 
New Zealand, Pakistan, the Philippines, Spain, unit territories of the British 
Caribbean, and Uruguay. Country after country during the past year or so has 
removed restrictions to imports from the United States. Literally thousands of 
American products which have not been sold in foreign countries for over a 
generation are now permitted to compete. But the removal of restrictions is 
not yet complete. Our Government is making continuing representations to 
foreign governments through the Foreign Service of the United States, and 
through governmental approaches in Washington, to reduce or remove the re- 
maining restrictions. Weare doing this with considerable success. 

The direct benefits to business from the liberalization of dollar import controls 
are well illustrated in two articles in Foreign Commerce Weekly, the Depart- 
ment’s journal for foreign traders. Issues of September 5 and November 14, 
1960, copies of which I am leaving for your perusal, carry stories on “Possibili- 
ties for Expanded or New U.S. Export Markets * * *.”* They list, under the 
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standard industrial classifications, the most important products believed to be 
good prospects for increased exports to selected identified destinations. They 
are based on information from on-the-spot reports of our Foreign Service, on 
reports of improving economic conditions and deleveloping industries in foreign 
markets, and on data reflecting relaxed import and exchange controls which 
make it easier for foreign buyers to obtain U.S. merchandise. We hope these 
stimulating stories are forerunners of a series along the same lines. Some of 
our Foreign Service posts have been successful in persuading American busi- 
nessmen located in their particular countries to organize committees to assist 
in identifying such export opportunities. You probably know that the Ameri- 
can Chamber of Commerce in London has been doing a most commendable job 
in this way. The response to this publicity on business possibilities has been 
most encouraging. Almost every category of commodity and industrial activity 
has benefited by relaxation of these types of controls. 

Further along this line of encouraging the elimination of barriers to U.S. 
trade, the Department of Commerce, through its Bureau of Foreign Commerce 
and Business and Defense Services Administration, has been seeking direct 
and continued guidance from the business community to determine what ob- 
stacles industry finds still restrictive to export trade, and jointly to devise 
measures to bring about their removal. A series of 32 weekly industry advisory 
meetings have already been held with sectors of the business community to 
ascertain what might be done to increase our exports. The meetings have pro- 
vided excellent forums for discussing such specific types of restrictions abroad 
as tariffs, quotas, surcharges, local standards, deposit requirements, ete. They 
have also developed information about our own Government services to ex- 
porters, thus helping us to focus our efforts on improved services to traders. 

Your committee has heard statements in the past concerning the extent and 
scope of some of our services which, while they are designed to fill the needs 
of the entire business community, are of particular value to the small business- 
man, especially the small firm or individual entrepreneur who does not have 
and could not support the network of oversea contacts required to maintain 
effective liaison with departments of foreign governments, banks, trade associa- 
tions, news organs, harbor and shipping boards, transport organizations, edu- 
cational institutions—all sources of useful and often essential information if 
one is to trade abroad. 

A consulting service on individual countries, supported by one of the most 
diversified libraries of publications, is available in our Bureau of Foreign Com- 
merce, and through it, in 33 field offices throughout the United States. Our 
country specialists offer complete coverage on foreign countries—economic de- 
velopments, regulations, and trade statistics useful to newcomers in interna- 
tional trade as well as experienced world traders. Current data are avail- 
able on a worldwide basis, both through consultation and in publications, on 
such subjects as business and industry, natural resources, investment climate, 
establishing a business, trade controls, trade legislation, insurance, taxation, 
and finance. Any interested businessman may obtain details on foreign tariff 
classifications and rates, currency-exchange regulations, mark-of-origin require- 
ments, preparing shipments, labeling regulations, ports, transport, railroads, 
communications, and utilities. 

Businessmen use the Department for information on users and consumers, 
distribution methods and channels, types and general concentration of dis- 
tributors, foreign costs which affect sales prices, and on many other facets 
of foreign trade. Basic data to facilitate careful studies of overseas markets 
are in increasing demand, and the Bureau of Foreign Commerce is making 
special efforts to increase the availabiltiy of such material. 

Lists of names and addresses of foreign importers, distributors, dealers, 
sales agents, and service organizations are maintained for the entire free world 
as are also lists of foreign manufacturers, producers, processors, and other 
categories of trade connections. These trade lists are sold at $2 each, but 
may be reviewed free of charge in Washington or in any of the field offices of 
the Department. Used in conjunction with World Trade Directory Reports— 
descriptive business and status reports on individual foreign firms—they are 
often the first and basic tools for locating suitable sales outlets abroad. More 
than 43,000 of these trade tools were purchased by traders in the last fiscal 
year, and many more were consulted by visitors without cost to them. Dur- 
ing the fiscal year 1960 Commerce published 649 new or revised trade lists. In 
connection with the export expansion program the Department is asking the 
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Foreign Service to increase this number to 1,210 during calendar year 1961— 
almost double the number in recent years. The proposed increase will include 
400 new titles. 

Firms which seek a more specialized type of assistance may draw on the 
Trade Contract Survey, a service designed to provide a choice of several foreign 
firms in a particular country which meet specific requirements and which ex- 
press a definite interest in an American firm’s proposals for business. Be- 
tween July and October 1960, 529 requests for this type of service (at $10 
per survey conducted by the Foreign Service) were received from firms in 
24 States of the Union, seeking to sell their products in 46 Overseas areas. 
The percentage increase in request for Trade Contact Surveys rose more than 
650 percent over the demand for the same 4 months in 1959. 

Our agency index service is now only a little more than a year old but already 
it is proving to be a very useful tool for expanding our sales abroad. Let me 
briefly describe how it operates. When a buyer abroad, either a representative 
of a foreign government or a local businessman, is interested in a particular 
product, an effective trade promotion technique is to put him in contact with the 
local agents who represent the U.S. firms making the product. More than 
150,000 index cards identifying local oversea representatives of American firms 
have already been placed in commercial offices at Foreign Service posts all over 
the world, to be available to answer the often received inquiry: ‘‘Where and 
how can I quickly purchase or order product “X” without going all the way to 
the United States?’ To illustrate their usefulness, a report from the American 
Embassy in Bonn, Germany, stated that 69 percent of the German representatives 
of American firms, named on these new agency index cards which we sent to 
Bonn, have been previously unknown to the Embassy. 

Comparison of this year’s data with last year’s for some of the other services 
of the Bureau of Foreign Commerce shows significant increases. 

For example, in recent months there has been a striking increase in the 
number of trade opportunities received from posts of the Foreign Service and 
those developed by trade missions. As these specific opportunities to supply 
goods to potential purchasers come to our attention they are published in Foreign 
Commerce Weekly and given wide distribution to the trade press, republished in 
bulletins of trade assocations, and otherwise disseminated to the business com- 
munity here at. home. Export trade opportunities published in Foreign Com- 
merce Weekly during the first 6 months of 1959 numbered 2,334 and for the same 
period this year, 4,283, although the export expansion program really got under- 
way only in March. This increase is due largely to the relaxation of exchange 
and import controls abroad and the desire of oversea purchasers for more U.S. 
goods. It also shows that American commercial officers in posts abroad are 
aware of the urgency of the program and are doing their share in making it 
effective. 

The number of foreign investment, joint venture, or licensing proposals also 
shows an increase this year—2,025 having been published in Foreign Commerce 
Weekly during the first half of 1960 against 759 in the same period of 1959. 

Businessmen themselves are doing more to sell their goods abroad. More 
and more of them are flying around the world with their samples and briefcases. 
For example, during the first 6 months of last year, 490 businessmen planning 
trips abroad took advantage of the facilities available through Commerce for 
sending 1,337 notifications of their scheduled visits to various Foreign Service 
posts. For the same period this year, the figures were 761 and 1,843. This 
advance information enables the Foreign Service posts to undertake adequate 
preparatory work for assisting the visitors when they arrive. 

Distribution of Foreign Service reports on international markets has shown 
an increase of about 20 percent in 1960. Demand is growing and recently reached 
a figure of 1,500 a month, as exporters become aware of the valuable information 
to be found in these studies of foreign markets. 

I would like to mention another field of our activity which very dramatically 
represents the interest of the American small businessman. It is the trade 
missions program about which so much favorable publicity has been received. 
Since 1954, 87 trade missions have been sent to 53 foreign countries. These 
missions composed of American businessmen and led by an official of the De- 
partment of Commerce, have visited over 600 foreign cities and they have met, on 
a person-to-person basis, many thousands of foreign businessmen. As a result 
of these efforts, hundreds of specific bona tide opportunities to do business abroad 
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have been brought to the attention of small U.S. business firms. The mission 
members who volunteer their time and talents in this effort to develop our 
foreign markets are themselves primarily small businessmen. Their presence 
on these missions calls attention abroad to the importance of the small business- 
man to the U.S. economy. In addition to the many foreign business proposals 
developed by the missions, they in turn carry abroad specific business proposals 
submitted by American companies. Prior to the departure of each mission the 
Department invites U.S. firms who have an interest in doing business in the 
countries to which the mission is going, to submit specific business proposals. 
Hundreds of small American companies avail themselves of this opportunity to 
use the trade mission in establishing business contacts. These American 
business proposals are publicized and disseminated in the mission country. 

Individual members of trade missions interview the foreign businessmen who 
have expressed an interest in any specific business offer carried by the mission, 
discussing the proposal and placing the foreign businessman in direct commu- 
nication with the American firm. Upon returning to the United States after a 
trade mission, the members set forth and analyze their observations, and their 
recommendations are incorporated into a final report which is publicized widely, 
together with the trade opportunities developed. Further, the trade mission 
holds conferences to which American businessmen are invited. These missions 
have created a great interest abroad and at home. They have alerted many small 
businessmen to market possibilities abroad, and they have brought specific trade 
opportunities to their attention. Since June 1960 missions have been in Iran, 
Afghanistan, France, Kenya, Uganda, and Tanganyika. Missions scheduled for 
the remaining period of the fiscal year ending June 30, 1961, will go to Australia, 
Ceylon, Malaya, Singapore, Japan, West Africa, Colombia, the southern Carib- 
bean, Germany, Finland, and Sweden. I shall submit for the record some descrip- 
tive literature which will serve to further explain the trade missions program, 
including a report of the mission to Brazil.” I believe the members of the com- 
mittee will find this material interesting and illuminating in respect to the areas 
of service available to the small businessman through the trade mission technique. 

The Department is currently initiating a trade centers program which will 
provide exhibit and promotional facilities for American firms abroad. The first 
of these centers will begin operations in a downtown commercial location in 
London early in 1961. Here American products will be put on display and 
aggressively promoted to the trade by Government and industry representatives 
working together. These centers will be especially helpful to firms not now in 
the export business, or small firms which require special help in testing foreign 
markets and locating agents for sales of their products abroad. 

An experiment in the program of the Office of International Trade Fairs this 
year merits mention because of its direct relationship to the export drive. 
Thirty-two American firms, many of them small businesses, contracted for space 
in our pavilion at the Vienna Fall Fair, where they demonstrated and sold their 
products, and developed substantial leads for probable future and continuing 
sales to be followed up by their Austrian distributors and dealers. An additional 
62 American manufacturers contributed their products to a general exhibit in 
the pavilion, thus affording to visitors from many countries an opportunity to 
inspect American merchandise, and in the process creating a desire for these 
and similar products. We are, of course, continuing to urge participation in 
international trade fairs as media for creating an interest abroad in American 
merchandise. The small businessman is showing an increased interest in this 
program. I will leave with you a list of the 94 businesses which participated in 
this effort.* 

For the businssman who learns of the drive to expand exports either through 
reading of it, through the contact work of the regional export expansion com- 
mittees, field office publicity, foreign trade exhibits or some other means, and 
who expresses an interest in learning more about it, we suggest a meeting with 
one of our trade consultants, a visit to a field office, and/or a perusal of selected 
publications. Two such publications have been prepared especially for the 
beginner in foreign trade—“Guides for New World Traders” and “Channels for 
Trading Abroad,” which deal with the problems of getting started in foreign 
trade.” 


2 Retained in committee files. 
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Requests for these, and other bulletins and publications have been stimulated 
since the recent introduction and use of a filmstrip developed in the Department, 
which graphically illustrates how American firms can boost their sales in rapidly 
expanding markets. The 27-minute filmstrip, in color and with a sound track, is 
entitled “Exportunities” and was designed as a visual aid in the national export 
expansion program. It sets forth the position of the United States in inter- 
national trade, points out potential markets for U.S. goods, and explains in 
detail the Department’s extensive information and services available to estab- 
lished and prospective exporters. It is anticipated that the widespread showing 
of the filmstrip before trade, civic, and education groups will generate a broad 
interest in international trade and encourage many firms to explore the profit 
possibilities therein. 

Any discussion of Government services to world traders should include, too, 
the work being done to expand, very substantially, the commodity and industry 
studies which are a guide to specific markets. As a part of the expansion drive, 
the BDSA anticipates that it will increase its output of market surveys from an 
average of 10 to 12 annually in recent years, to about 40 in 1961. During the 
past 12 months surveys have been initiated on a variety of commodities such as 
printing machinery, wood pulp, newsprint, household appliances, paints, leather 
and footwear, abrasives, sporting firearms, pesticides, pottery, mechanical pens 
and pencils, paper and paperboard, and fibrous glass. 

Still another service provided by the Department relates to industrial prop- 
erty rights. Interested inquirers are supplied information concerning laws and 
regulations pertaining to foreign registration of American trademarks, patents, 
and copyrights, and American exporters are advised of the need for timely 
action to protect industrial property abroad from unfair trade practices. There 
is also avialable a trade adjustment service in which the Department, on request, 
obtains information as to the intentions of each party to a dispute, and encour- 
ages resolution of their difficulties. 

An essential element in trade promotion is the service made available to the 
business public by the Department’s field ofiices located in 33 important industrial 
and commercial centers throuhgout the United States. These offices are staffed 
with foreign trade specialists who have had years of experience in this field and 
the services they provide have been designed to meet demands of business. 
Utilizing the resources of the American Foreign Service, the Bureau of Foreign 
Commerce, the Business and Defense Services Administration, the Office of 
Business Economics, the Bureau of the Census, the International Cooperation Ad- 
ministration, the Export-Import Bank and the Development Loan Fund, and 
other agencies, every effort is made to provide direct personalized assistance on 
the opportunities and problems relating to international trade. 

Through the joint efforts and cooperation of the above-named agencies the field 
offices are equipped to furnish a complete range of services covering all facets of 
foreign trade and investment. Field office personnel are continually brought 
up to date on the trade promotion facilities and interests of other agencies of the 
Government. To illustrate, a short time ago, managers of field offices were 
brought to Washington for a working conference with officers of the Export- 
Import Bank relating to the export expansion program. The bank’s new system 
of export guarantees covering political risks in short-term transactions where 
credits are not in excess of 180 days, and the expanded program for participation 
with commercial banks in medium-term credit were explained in detail. The 
managers of the field offices in turn serve as a liaison with the business com- 
munity in furthering an understanding of these new facilities. 

Of prime importance in field offices is the relationships they develop and 
maintain in their local business communities. They are an integral part of 
their communities as a result of the contacts with manufacturers, export and 
import firms, banks, freight forwarders and foreign trade organizations and 
through their active participation in the meetings of such groups. Likewise, 
they join with their business associates in panels, seminars, and business clinics 
in a constant effort to provide basic factual information on current conditions 
and opportunities in foreign trade. Although they work with large, medium, 
and small firms, their greatest demands and most effective results stem from 
small business. In recent months foreign trade specialist of the Field Service 
have participated in SBA clinics in Boston and in Toledo, designed to interest 
newcomers to foreign trade. 
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I mentioned earlier that the job of expanding U.S. exports is one which is 
primarily the task of business itself. But I can think of no endeavor in the field 
of private enterprise which needs certain basic governmental assistance as much 
as does foreign trade. To compete in the business of international trade, our 
businessmen must have data which not even the largest corporations are able to 
develop wholly by themselves. The more than 280 posts of the Foreign Service 
serve as the eyes and ears abroad of the American Government, reporting on those 
developments, laws, changes, opportunities, disasters, disputes, and a host of 
other occurrences, all of which have a bearing on the successful pursuit of trade 
for profit. Under current plans the Foreign Service is making modest increases 
in the size of the commercial staffs abroad. Our Department of Commerce, and 
the other agencies of Government which participate in international economic 
affairs—notably State, ICA, USIA, Eximbank, Agriculture, DLF—translate in- 
formation reported by the Foreign Service into opportunities and aids for the 
foreign trader. 

A conservative estimate based on a projection of past rate of growth indicates 
that the present value of approximately $90 billion annually for free world ex- 
ports to destinations outside the United States could increase to $124 billion 
(at 1960 prices) by 1970. If the United States regains its share of world markets 
and competes successfully for the expanding markets, it could mean a 45-per- 
cent increase in our exports over the next decade. If we do not compete vigor- 
ously and intelligently, our balance of payments situation could seriously deteri- 
orate, bringing with it a threat to our entire economy. Conversely, you can 
easily visualize what a 45-percent increase in exports would mean to business 
and labor. It is not just the manufacturer or the labor he hires who stand to 
gain. Our transportation systems, our insurance companies, our freight for- 
warders, our banks and the multitude of other activities directly or indirectly 
connected with exporting and importing will benefit. 

It is our effort, and our hope to interest and help launch many more small 
business firms in profitable export. 


(Documents submitted by Mr. Fisk for inclusion in the record fol- 
low. Other documents supplied are retained in committee files.) 


ExHIsitT 1 


U.S. DEPARTMENT OF COMMERCE 


OFFICE OF THE SECRETARY 
NATIONAL Export ExPANSION COMMITTEE 
AUTHORITY 


Appointed by Frederick H. Mueller, Secretary of Commerce, at the direction 


of President Eisenhower. 
OBJECTIVE 


Organize business to stimulate and encourage expansion of sales abroad. 
This is an advisory committee to meet with officials of the Department of Com- 
merce to consider plans coordinated with departmental programs. It is not an 
industry advisory committee. 
FUNCTIONS 


1. Enlist active support of existing national and local business groups. 

2. Discover the ways in which better export trade promotion results can be 
obtained. 

3. Develop through national public service media a consciousness by business 
of the opportunities for sales abroad and the need to explore foreign markets now 
through available sources of information: Department of Commerce, chambers of 
commerce, trade associations, banks, etc. 

4. Encourage more chambers of commerce to establish competent world trade 
departments to stimulate exports. 

5. Encourage industry and manufacturers, associations to undertake export 
development programs. 

6. Bring together in an annual meeting officials of organizations which are now 
earrying on or can develop effective trade promotion activities for discussion on 
techniques and inspiration to greater efforts. 
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7. As individuals, include in speeches reference to facts of oversea trade and 
speak at major business conferences to stimulate interest in export. 

8. Encourage establishment of contacts with business groups abroad such as 
American chambers of commerce, National Sales Executives International, etc., 
and initiate efforts to organize foreign country business groups such as these 
for action to promote more purchasing from the United States. 

9. Stimulate the formation of American chambers of commerce abroad to 
further promote interest in U.S. goods. 

10. Other related activities that further the objective of the committee. 


OPERATIONAL GUIDELINES 


The committee shall be an advisory group devoted to achieving the objective 
stated above. It can advise the Secretary of Commerce on ways and means in 
which the Government can facilitate achievement of the committee’s objective. 

The committee chairman shall be a private businessman and the executive 
secretary shall be a Department of Commerce official who shall be present at all 
meetings of the committee. 

The committee’s headquarters shall be located in the Department of Commerce, 
Washington, D.C., and its meetings shall be held in Washington, D.C. 

It shall meet on call of the chairman, vice chairman, or any other two mem- 
bers. It shall issue minutes of its meetings. Meetings shall be subject to ap- 
proval of the executive secretary with respect to inception and duration. 

A minimum of three members will be required for any regular meeting. 

JUNE 1, 1960. 


U.S. DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 
REGIONAL Export ExPANSION COMMITTEES 
BASIS FOR ESTABLISHMENT 


By recommendation of National Export Expansion Committee appointed by 
the Secretary of Commerce. 


OBJECTIVE 


To cause more businessmen to enter foreign trade and to bring to the attention 
of all business the opportunities now available for expanded oversea sales. 

These are advisory committees to meet with officials of the field offices of the 
Department of Commerce to consider plans coordinated with departmental 
programs. These are not industry advisory committees. 


FUNCTIONS (SUGGESTED) 


1. Enlist the support of business organizations and individual businessmen 
in alerting the business community to the new opportunities provided by grow- 
ing interest abroad in American products and oversea prosperity. 

2. Emphasize the exploitation of trade opportunities and effect specific use of 
these opportunities through secondary dissemination by business organizations. 

3. Stimulate increased activities by industry and trade associations for dis- 
semination and secondary distribution of all data useful to their members to 
pinpoint entrees in export trade. 

4. Stimulate the establishment of regular meetings for business firms inter- 
ested in export trade, support existing and establish new foreign trade clubs 
under the sponsorship of local businesses, and provide support to nourish any 
organizations which are created by these efforts. Participate actively in these 
meetings as speakers, panelists, etc. 

5. Determine the needs of business for information and services necessary to 
achieve an expansion of U.S. exports. 

6. Encourage business organizations to discuss export potentials for their 
industry or area. 

7. Organize country or regional seminars to discuss export potentials. 

8. Organize seminars for exchange of experience and sharing of ideas on how 
more exports can be developed. 
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9. Organize conferences and workshops for newcomers to learn about foreign 
trade procedures and oversea marketing techniques. 

10. Organize industry participation in international trade fairs abroad. 

11. Encourage firms to identify their export trade interests with Department 
of Commerce field offices and other trade promotion organizations for appro- 
priate referral of trade leads and commercial visitors from abroad. 

2. Operate a regional speakers bureau for supplying competent speakers for 
meetings of business organizations. 

13. As individuals participate in speaking engagements, seminars, and work- 
shops to spread knowledge of foreign trade and how to enter it. 

14. Develop special articles and publicity bringing to the attention of the 
business community the opportunities in foreign trade and the need to look at 
foreign markets now. 

15. Organize World Trade Week observances where such events are not now 
staged by established groups. 

16. Any other related projects which can further the committee’s objective. 


OPERATIONAL GUIDELINES 


1. There shall be one regional export expansion committee in each Department 
of Commerce field office territory. 

2. The committees shall be advisory groups devoted to achieving the objective 
stated above with the widest possibie cooperation and support of trade associa- 
tions, chambers of commerce, manufacturers’ associations, and other business 
organizations. 

3. The chairmen shall be private businessmen and the executive secretary in 
each case shall be the Department of Commerce field office manager who shall be 
present at all meetings of committees. 

4. Each committee shall meet at a time and place mutually agreed upon by 
the chairman and the members thereof. Records will be kept. Meetings shall 
be subject to approval of the executive secretary with respect to inception and 
duration. 

5. The executive secretary of each committee shall inform the National Export 
Expansion Committee of projects undertaken and techniques devised to achieve 
maximum results, in order that there may be an exchange of ideas and methods 
relayed to all committees. 

APRIL 19, 1960. 


Iexn1piT 2 


NATIONAL EXPORT EXPANSION COMMITTEE—PROTOTYPE PROGRAM FOR ACTIVITIES 
OF REGIONAL Export EXPANSION COMMITTEES 


Toall REEC Members: 

Regional export expansion committees have now been in operation since 
late May and through the minutes of the meetings we have gleaned many 
good ideas of program activities designed to implement the objectives of the 
committees—to cause more businessmen to enter foreign trade and to bring to 
the attention of all business the opportunities now available for expanded oversea 
sales. 

At the time the committees were formed we provided each member with a 
statement outlining the objectives and suggested functions of the committees. 
This is still an overall document that committee members can use as a guide 
for their activities. 

From the minutes of the meetings of the committees and from discussions 
with committees and executive secretaries by Department officials, we have 
extracted program activities which have been combined with ideas from Depart- 
mental and National Committee sources into a suggested prototype program. 
These are your activities proposed to you as a framework of reference. Some of 
the more active committees have quite a few of these projects underway. To 
these we offer more encouragement and our backstopping support in Washing- 
ton. To those which have not undertaken some of these activities we suggest 
you discuss them with your committee as soon as possible in order to adopt those 
which are appropriate to your region. 

All committees should try to develop a fully coordinated regional program 
in which the KEEC plays the central role as a stimulator and catalyst for maxi- 
mum effectiveness. 
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As suggested in the original statement of proposed functions of committees, 
any of the following activities necessarily rest on the widest possible coopera- 
tion and support of trade associations, chambers of commerce, manufacturers 
associations, and other business organizations. The activities of committee 
members themselves can influence greater activity on the part of such cooperating 
organizations. 

I. PUBLICITY ACTIVITIES—SUBJECTS 


A. Need for expanding U.S. exports. 

B. Business motive—more sales for profits—“Exportunities.” 

C. Favorable climate abroad by virtue of liberalizations effected by foreign 
governments and rising prosperity. 

D. Specific reviews dealing with market for American goods in a particular 
country or region. 

FE. Specific export market surveys for particular commodities. 

F. Things to look out for in selling oversea markets—pitfalls and precautions. 

G. The “how” of export—in order to counteract the fear of oversea markets. 

H. We can compete in international markets—regional success stories. 

1. Implementation 

(a) Field office relationships with trade press. 

(b) Trade association dissemination that can be influenced by committee 
members. 

(c) State development organizations. 

(d) Port and transportation agency journals. 

(e) State manufacturers association publications. 

(f) Special articles that can be developed by trade organizations having 
partisan interest and which would adapt material from the Commerce Depart- 
ment to the particular products produced in the region served by the REEC. 

(g) Radio spots. 
(h) Commerce film strips and script—“Exportunities.” 
. Sources 


© 


(a) Foreign Commerce Weekly articles. 

(b) Department of Commerce press releases. 

(c) Foreign Service dispatches. 

(d) Trade magazines such as Export Trade and other suggested articles in 
reading lists contained in Tidings. 

(ce) Interviews with Foreign Service officers and Commerce officers visiting 
field offices. 


(f) Business travelers from the region upon their return from abroad, par- 
ticularly committee members, 


II. SPEAKING ACTIVITIES 


A. By committee members. 


B. Other qualified businessmen prepared to talk about foreign trade. 
C. Returned commercial travelers. 


D. Commerce officials and Foreign Service officers at approprate occasions. 
E. Returned trade mission members. 
1. Implementation 


(a) Through invitations to speak before business groups and worthwhile serv- 


ice clubs as distinguished from panel participation in conferences and seminars 
treated in another subject heading. 


(b) World Trade Week observances. 


(c) Publicity by the committee that it is prepared to act as a clearinghouse 
for speakers needed by business organizations. 


(ad) Emphasize speaking before manufacturer’s groups and others not presently 
in foreign trade. 


(e) Commerce film strip and script—‘Exportunities.” 


III, EXPORT POTENTIAL SURVEYS 


A. Screen lists of manufacturers prepared by manufacturers’ associations or 


State government departments, or municipal and chamber of commerce organiza- 
tions. 
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B. Letter inquiry to determine foreign trade interest—brief one-page sheet 
not too formidable to frighten away replies, but to cover essential points of 
present exporting interest. 

1. Identification of manufactured products: 
(a) In export. 
(b) Not in export. 
2. Identification of manufacturers: 
(a) Who export. 
(b) Who do not export. 
(c) Who may be interested in exports. 
(d) Who are not aware of field office services. 
3. Identification of export inhibiting factors. 
Trade organizations should be encouraged to do this wherever possible. 

C. Production of lists of prime prospects expressing interest in export for use 
in direct approach and other means covered in following paragraphs. 

D. Breakdown of these lists by geographic or industry groupings as a basis 
for selective approach by trade associations cooperating in committee’s activities. 

E. Inquiry of these potential prospects as to whether they would be interested 
in conferences, seminars, or other forms of meetings to discuss export potentials 
and techniques. 


1. Implementation 
(a) State manufacturers associations. 
(b) State chambers of commerce. 
(c) Regional industry trade association. 
(d) Local chambers of commerce. 
(e) Universities. 
(f) State industrial development organizations. 
(g) International trade clubs. 
(h) Banks. 
(4) Transportation companies. 


IV. EDUCATION AND DISCUSSION PROGRAMS 


A. Seminars for the exchange of experience and sharing of ideas on how 
more exports can be developed. 

B. Conferences or workshops where newcomers can learn about foreign trade 
procedures and oversea marketing techniques. 

C. Trade association conferences to discuss export potentials for their in- 
dustry or area. 

D. Regional seminars to bring out the marketing characteristics of a par- 
ticular oversea marketing area. 

E. Discussions of how to finance and execute oversea shipments. 


1. Implementation 

(a) Through existing organizations regional export expansion committees can 
stimulate and act as catalysts in bringing together all pertinent organizations 
and facets of proposed conferences. 

(b) Sponsors: important chambers of commerce, manufacturing trade asso- 
ciations, regional interest groups, professional organizations such as bankers, in- 
surance and transportation groups, and universities having defined interest and 
competence in field of business administration or international trade and others 
listed under ITT. 

(c) Export potential surveys described under III could furnish list of likely 
business participants. 

(d) Use kits of Commerce Department and other recognized material and 
trade opportunities. 

(e) Exhibits and film strip and script—“Exportunities.” 


V. TRADE OPPORTUNITIES—THE FOREMOST INSTRUMENT OF TRADE PROMOTION 


A. Secondary dissemination of all or selected trade opportunities listed each 
week in Foreign Commerce Weekly. 

B. Selective dissemination by industry interests through particular trade 
organizations. 

C. Dissemination linked with conferences or seminars outlined above. 
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D. Selective dissemination by field office on the basis of specific firm references 
suggested by committee as a whole, or members thereof. 

E. Selective dissemination according to interests expressed in export poten- 
tial surveys. 


1. Implementation 


(a) Trade association journals. 

(b) Shipping newspapers. 

(c) Chamber of commerce bulletins. 

(d) Manufacturing association letters to memberships. 

(e) State development associations. 

(f) Banks. 

(g) Transportation agencies—for use by their traffic solicitors. 
(it) Marine insurance brokers. 

(i) Port authorities. 


VI. DIRECT EXPORT PROMOTION 


All of the above techniques are trade promotion in nature, but of necessity 
are a wholesale approach in order to develop an ultimate list of really inter- 
ested prospects for direct followup. 

A. Continuous feeding of trade opportunities to interested firms by field offices 
or by individual committee members through the field offices and trade 
organizations. 

B. Supply of needed supporting information necessary to implement trade 
opportunities; i.e., foreign market characteristics, foreign government regula- 
tions, payment terms, documentary requirements, banking regulations, world 
trade information reports, et cetera. 

C. Bring to attention new Foreign Service dispatches of interest, new trade 
promotion services, visiting Foreign Service officers or Commerce officials fo;’ 
consultation and visiting foreign businessmen. 


1. Implementation 


(a) All publications and services of the Department of Commerce—‘“Expor- 
tunities’ flyer. 

(b) Recognized competent trade sources which specialize in world trade 
matters; i.e., international trade clubs, banks, and world trade secretaries of 
chambers of commerce. 

(c) Commerce Department coopertaive offices. 

(d@) Individual committee members. 

AvuGustT 11, 1960. 


EXHIBIT 3 
List of Chairmen of the Regional Export Expansion Committees 


Albuquerque: C. Robert Hubbard, president, Hubbard’s Inc., 113 Alvarado 
Drive NE., post office box 512, Albuquerque, N. Mex. 

Atlanta: W. H. Wilkerson, president, Auto-Solar Co., 267 Marietta Street NW., 
Atlanta, Ga. 

Boston: Ralph M. Binney, vice president, First National Bank of Boston, 67 
Ninth Street, Boston, Mass. 

Buffalo: Arthur C. Rutzen, export sales manager, Wurlitzer Co., North Tona- 
wanda, N.Y. 

Charleston: Richard B. Grimball, vice president, The Citizens & Southern Na- 
tional Bank of South Carolina, 46 Broad Street, Charleston, S.C. 

Cheyenne: L. C. Thomas, president, Wyatt Manufacturing Co., Cheyenne, Wyo. 

Chicago: Charles A. Hofstetter, export mamager, Ace Fastener Corp., 3415 North 
Ashland Avenue, Chicago, Il. 

Cincinnati: Ernest R. Mitchell, manager, the Union Light, Heat & Power Co., 
Seventh and Scott Streets, Covington, Ky. 

Cleveland: R. A. Steudel, export service manager, Sherwin-Williams Co., 101 
Prospect Avenue NW., Cleveland, Ohio 

Dallas: Harold M. Young, special representative to the president, the Murray 
Co., post office box 7763, Dallas, Tex. 

Denver: Benjamin C. Essig, 350 Franklin Street, Denver, Colo. 
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Detroit: Willis H. Hall, general manager, Greater Detroit Board of Commerce, 
320 West Lafayette Avenue, Detroit, Mich. 

Greensboro: C. R. Harris, president, Pneumafil Corp., 2516 Wilkinson Boulevard, 
Charlotte, N.C. 

Houston: Leon Jaworski, president, post office box 2371, Houston Chamber of 
Commerce, Houston, Tex. 

Jacksonville: I. Paul Pedraza, executive director, Florida Ports and Foreign 
Trade Council, post office box 3697 MSS, Tallahassee, Fla. 

Kansas City: C. Y. Thomas, chairman of the board, Spencer Chemical Co., 
Dwight Building, Kansas City, Mo. 

Los Angeles: Francis R. Wilcox, general manager, Sunkist Growers, Inc., 707 
West Fifth Street, Los Angeles, Calif. 

Memphis: Sam M. Nickey, Jr., president, Nickey Bros, Inc., 2700 Summer Ave- 
nue, Memphis, Tenn. 

Miami: James H. Moulder, vice president, International Department, First 
National Bank of Miami, 100 Biscayne Boulevard South, Miami, Fla. 

Minneapolis: A. B. Sparboe, vice president, the Pillsbury Co., 608 Second Avenue 
South, Minneapolis, Minn. 

New Orleans: Capt. Neville Levy, president, Equitable Equipment Co., 410 Camp 
Street, New Orleans, La. 

New York: Arthur Kron, president, Gotham-Vladimir Advertising, Inc., 342 
Madison Avenue, New York, N.Y. 

Philadelphia: William H. Lukens, vice president, export, R. M. Hollingshead 
Corp., 840 Cooper Street, Camden, N.J. 

Phoenix: A. P. Colburn, export manager, International Metal Products Co., 
post office box 1712, Phoenix, Ariz. 

Pittsburgh: J. D. A. Morrow, Director Joy Manufacturing Co., 333 Oliver 
Building, Pittsburgh, Pa. 

Portland: Thomas C, Young, Fiberboard Paper Products Corp., 509 Allen Road, 
Lake Grove, Oreg. 

Reno: Dr. Robert C. Weems, dean, College of Business Administration, Uni- 
versity of Nevada, University Station, Reno, Nev. 

Richmond: Charles H. Taylor, executive vice president, Virginia Manufacturers 
Association, 300 West Main Street, Richmond, Va. 

St. Louis: James L. Sharp, vice president, foreign trade division, First National 
Bank in St. Louis, 510 Locust Street, St. Louis, Mo. 

Salt Lake City: Royden G. Derrick, president, Western Steel Co., 700 Crandall 
Building, Salt Lake City, Utah. 

San Francisco: Gabriel J. Ticoulat, president, Crown Zellerbach International, 
1 Bush Street, San I’rancisco, Calif. 

Savannah: John E. Cay, Jr., Palmer & Cay, 1 Bull Street, Savannah, Ga. 

Seattle: Robert W. Morquist, board vice chairman, D. K. MacDonald Co., Norton 
Building, Seattle, Wash. 
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EXHIBIT 4 


U.S. trade, by economic classes 




















Value in millions of dollars Percentage distribution 
Crude | Semi- | Fin- Crude | Semi- | Fin- 
Period Total | Food- | mate- | manu-| ished | Total | Food- | mate- | manu-| ished 
stuffs | rials |factures| manu- stuffs | rials |factures} manu- 
factures | factures 
ieee is i tcl aime in Ata cle ceentmetal Secgpliengllngldheiciitad 
Nonmilitary ex- 

ports of domes- 

tic merchan- 

dise: 
Re a 3, 781 541 829 513 1,898 100 14.3 21.9 13.6 50.2 
PR cb anchdeeae 2, 243 216 683 350 994 100 9.6 30.5 15.6 44.3 
CC | 3,934 241 404 900 2, 330 100 6.1 11.8 22.9 59. 2 
Rs i ncgs nih wane 9, 585 1,718 871 780 6, 216 100 7.9 9.1 8.1 64.9 
ee 9, 860 1,394 | 1,886 1,121 5, 459 100 14.1 19.1 11.4 55. 
a cicecmcatceaise ---| 14,165 1, 943 1, 907 2, 309 8, 007 100 13.7 13.5 16.3 56. 5 
ae 17, 183 2, 596 2, 515 2,775 9, 297 100 15.1 14.6 16.1 54.1 
19, 315 2,495 3,110 3, 242 | 10, 468 100 12.9 15.1 16.8 | 54.2 
Pep icccesckvansank Geen 2, 380 2, 139 2, 278 9, 387 100 14.7 13. 2 14.1 58.0 
1959 - ..----| 16,156 | 2,520! 1,914} 2,462! 9,259 | 100 15.6 11.9 15. 2 | 57.3 
1960: Jan.-Sept-_-_| 14, 260 2, 022 1, 780 2, 661 7,799 | 100 14.2 12.5 18.7 54.7 

Imports: ! 

es 3, 061 694 1,002 608 757 100 22.7 32.7 19.9 24.7 
DOR ic tow mames 2, 039 641 582 410 406 100 31.4 28.5 20.1 19.9 
BG in dict eeingei ars 2, 541 563 1,011 559 409 | 100 22. 2 39.8 22.0 16.1 
Pitssccnuseoncncen Sue 1, 155 1,176 928 828 100 28.3 28.8 22.7 20.3 
Wasa csuiasne 8, 743 2, 648 2, 466 2, 126 1, 504 100 30.3 28. 2 24.3 17.2 
oe ee 11, 337 3, 116 2,845 2,777 2, 599 100 27.5 25. 1 24.5 22.9 
a =a 12, 516 3, 203 3, O87 3, 005 3, 221 100 25. 6 24.7 24.0 25. 7 
TE eet edomiecdia 12, 951 3, 292 3,211 | 2,920 3, 527 100 25. 4 24.8 22. 5 27.2 
BONS Pcadeesianesws 12, 786 3, 459 2, 783 2, 661 3,917 100 27.0 21.7 20.8 30.6 
Sess. oskidee ...| 14, 987 3, 421 3, 093 3, 305 5, 168 100 22. 8 20. 6 22. 1 34.5 
1960: Jan.—-Sept__-} 11, 161 2, 483 2,317 2, 370 3, 992 100 22. 2 20.8 21.2 35.8 























1 General imports in 1930; imports for consumption in all other years. 
2 Total adjusted to exclude $33,500,000 reported by economic classes. 


NoTE.—The economic classes represent broad groupings of individual commodities into foodstuffs and 
nonfoodstuffs categories by stages of processing. Crude materials, in general, are goods which have under- 
gone no substantial processing beyond that applied by the basic agricultural or extractive industry which 
produced them. Generally speaking, semimanufactures are goods which have been partially processed, 
and finished manufactures are those which have been fully processed or fabricated, by a manufacturing 
establishment. Examples of important and typical commodities included in each of the economic classes 
are as follows: 


Class Exports Imports 
Foodstuffs, including beverages (crude and | Grains and preparations_..| Coffee. 
manufactured). Vegetables and _ fruits, | Sugar. 
fresh and prepared. Cattle and meat. 
Private relief foods. Fish. 
ee EE 6 oo cocessnsicuesa aces eee Raw wool. 
Coal. Crude rubber. 
Oilseeds. Crude petroleum. 
Unmanufactured tobacco. | Ores and concentrates. 
ed Semifabricated metals, including plates, sheets and bars. 
Industrial chemicals. Residual fuel oil. 
Synthetic rubber. Woodpulp and lumber. 
Finished manufactures-..............-.--.- Machinery and vehicles. 
Cloth, wearing apparel, and other finished textile 
products. 


Fabricated metals and metal manufactures. 
Medicinal and pharma- | Newsprint. 
ceutical preparations. 











Sources: Prepared in the Department of Commerce by International Economie Analysis Division, 
Bureau of Foreign Commerce, from basic data of the Bureau of the Census, November 1960. 
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EXnHrsiT 5 


LETTER From Hon. BRADLEY FISK, ASSISTANT SECRETARY OF COMMERCE FOR 
INTERNATIONAL AFFAIRS, SUPPLYING ADDITIONAL INFORMATION 


THE ASSISTANT SEORETARY OF COMMERCE, 
Washington D.C., November 21, 1960. 
Hon. Harrison A. WILLIAMS, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR WILLIAMS: At the hearing in New York on Thursday, November 
17, we discussed briefly the matter of private investment in branches abroad of 
American firms. I stated* that I felt it was shortsighted for any company not 
to make it possible for nationals of the country in which the branch was situated 
to participate in ownership of the equities of that corporation. I feel that this 
is true because such an opportunity would— 

1. Stimulate personal identification of the local population with the eco- 
nomic, social, and political rewards of a privately developed society. 

2. Enlarge educational standards and purchasing capacities of indigenous 
people. 

3. Counter the tendency toward state ownership of productive and business 
facilities, thus working against the Soviet objective. 

4. Discourage expropriation and discrimination. 

5. Offer the best chance for private versus socialized economic develop- 
ment and for the elimination of balance-of-payments drains in the way of 
direct grants and Government loans. 

While, of course, I cannot know specific reasons for the attitude of the Ford 
Co. and while such arrangements as I suggested here may not be as important 
in the fully developed capitalistic countries, I am sure that activities along these 
lines are most important in the lesser developed countries where we are com- 
peting with the Soviet Union for the interest of the nationals in our respective 
ideologies. It will make no difference 20 years from now whether capital was 
received from our Government or another if there is no way for the nationals 
involved to identify it as part of their own opportunity to own a share of the 
developing industry. Unless we follow some such plan as this, I feel that we 
are playing into the hands of those who would develop the newly emerging 
countries along socialistic lines. 

You may be interested to know that we are in our Department working on a 
program along these lines which, when fully developed, we would like to dis- 
cuss with you. 

Sincerely, 

BRADLEY FIsk, 
Assisiant Secretary of Commerce for International Affairs. 


Senator WiturAMs. Before we call our next witness, I would like to 
acknowledge with thanks that our committee counsel, Raymond 
Watts and Harold Putnam, have done a lot of effective work in setting 
up these hearings under the directorship of Walter Stults, our staff 
director. 

We also have with us here at the staff level Mr. Allen Lesser, who is 
executive assistant to Senator Javits. 

It isa particular pleasure for me to introduce our next witness, who 
is the commissioner in the Department of Conservation and Economic 
Development, State of New Jersey, the Honorable Salvatore A. Bon- 
tempo. I know that Commissioner Bontempo in this field, as in the 
multitude of fields he must address his attention to, will be very help- 
ful to the committee. 

Mr. Bontempo, and Mr. Charles Nathanson. 


*See p. 7. 
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STATEMENT OF HON. SALVATORE A. BONTEMPO, COMMISSIONER, 
DEPARTMENT OF CONSERVATION AND ECONOMIC DEVELOP- 
MENT, STATE OF NEW JERSEY, TRENTON, N.J.; ACCOMPANIED BY 
CHARLES C. NATHANSON, SPECIAL ASSISTANT TO THE 
COMMISSIONER 


Mr. Bontemro. Senator Williams, in the interest of time of the 
committee, and otherwise, I was wondering if I could offer my state- 
ment for the record, and I would like to present just some excerpts 
that I think I should mention here, 

Senator Wiis. All right, if you will proceed in that way, your 
prepared statement will be included in the record following your 
testimony. 

Mr. Bontrempo. While there is very little impact on the foreign 
trade in the economy of New Jersey at the present time, we know 
that foreign trade is much more important than probably strikes the 
imagination of the rank and file of our small business people. 

There are estimates that about 7 percent or more of the jobs in New 
Jersey depend directly or indirect{y on foreign trade. Our research 
reflects that at least 600 firms in New Jersey are engaged actively in 
foreign trade. Many of these firms are large national manufacturers 
who have main plants or branch offices in New Jersey. Others are 
fairly large firms that have a major part of their operation within the 
State. 

Some firms are small manufacturers or middlemen who are actively 
engaged in exporting or importing. Other firms are involved in col- 
lateral foreign trade activities such as customhouse brokerage and 
financing. 

Now, the State, for its part, provides assistance, and has been, to 
small firms and individuals engaged in all phases of business opera- 
tion, including foreign trade. The department of conservation and 
economic development has available for consultation and advice a 
staff of business experts fully knowledgeable in the problem areas usu- 
ally disturbing small businessmen. 

Thus, the small businessman in New Jersey can look to the State for 
technical advice of a type that would be otherwise unavailable or prob- 
ably too expensive. 

We feel that the Federal Government has an important role in in- 
creasing foreign trade, and our approach is a realization that the 
Corps of Engineers has carried out an extensive program of river and 
port improvement which has greatly enhanced trade activity and 
Shemale Future improvements in our waterways will account for 
additional gains in foreign trade. 

We in New Jersey consider our waterways one of the most im- 
portant resources we have. The ultimate development of the Hacken- 
sack meadows is predicated in a large measure upon the fullest utili- 
zation of the Hackensack River as a water route. 

The Hackensack meadows, commonly known as the meadowlands, 
contains about 15,000 acres which we are presently dealing with in the 
heart of the New Jersey metropolitan area. The reclamation and 
development of this track, probably the most—at least potentially the 
most—valuable land in the entire world, is being undertaken by our 
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Meadowlands Regional Development Agency, a regional body with 
local representation to which the State, through the department of 
conservation and economic development, is serving in an advisory ca- 
pacity. 

We have already learned that these meadowlands will lend them- 
selves to a variety of land uses. The realization of the commercial 
opportunities, particularly those in the field of foreign trade, inherent 
in this area will depend on certain necessary improvements to the 
existing river channel in order to accommodate the larger ocean- 
going vessels. 

Of related interest is the work of the New Jersey Food Market 
Commission which is developing a modern, completely integrated food 
market and distribution center to serve the needs of the people of 
the metropolitan area. This center is located adjacent to the Hacken- 
sack River to allow for the direct transfer of waterborne cargoes, 
primarily those arriving from foreign lands, and I might mention 
this to you, Senator, that few people realize the quantity of food- 
stuffs that are imported into a market of this kind, and the kind of 
food distribution center that we expect to establish and are in the 
process of establishing in New Jersey is such that the channel work 
that we need in the Hackensack will be extremely helpful. 

Now, master planning is going on constantly in the State of New 
Jersey, and particularly with our navigable waterways and our ocean 
routes, and, consequently, success in implementing planning decisions 
is contingent to some degree on the amount of Federal participation 
we have in the more complicated navigation projects. 

Therefore, while it might seem like I am off on a tangent here, 
these are the things that will contribute to assisting and helping, 
from our point of view, the small businessman. 

When I came here this morning I had just left a meeting on housing, 
and I think back years ago, when we talked of low-cost housing and 
middle-income housing and luxury housing, and now we have gotten 
in the area where we meet for discussion of middle-income housing, 
and they say lower-middle income, middle-middle income, and upper- 
middle income, and it seems to me that we have that same kind of a 
problem when we talk about small businessmen. 

I think that we have to have some redefining of the various cate- 
gories of small businessmen, small businessmen in terms of manufac- 
turers which means one thing, and in terms of some of the people 
which we like to think of as really small businessmen is another thing. 

I know we have a deep interest in what you are trying to do in this 
committee, and we have attempted to have some of our small, one or 
two-men, businesses be represented at this hearing today, and we have 
found the very thing that we advocate as the reason why they could 
not be here. 

Because, while all the good that might come out of this committee 
hearing might be beneficial to them, they did not have the time to 
leave their operating businesses because they could not afford to be 
away from those places. This, it occurs to me, is a vital concern and 
should be a vital concern to this committee. These are small business- 
men who have no consultants, no advisers. They cannot afford these 
people, and we, I think, have an obligation to bring the clinic to them, 
if you will, as against saying: “We have set. up a clinic and you come 
to this clinic and you will be benefited.” 
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But we have got to find that means, and there are hundreds of 
thousands, if not millions, of them all over the United States who 
grope and would certainly appreciate and would respond quickly to 
leadership and guidance if we could make it available to them. 

It seems to me that this is the big proposition we have, and I would 
like to sum up, if you don’t mind, “by indicating the three-point pro- 
gram or five-point rec ommendation that the State of New Jersey 
would submit to your committee. 

We feel, No. 1, that we need a continuous export promotion pro- 
gram. Such a program would involve increasing the number of 
commercial attachés overseas to promote American exports and also 
to derive more pertinent economic and trade information of value to 
export firms in the United States. 

I heard the Secretary testifying, and I heard of the many programs 
that are probably along the lines that we are suggesting. But I am 
wondering whether some of these programs are getting down to the 
people that they would best serve. 

Senator Wiii1aMs. I was going to come to that, and wondered if 
you had information of how ‘deep they go into the problem of small 
business; for example, whether the information is coming through 
from the field offices under the program described by the Secretary ; 
whether from your position of vantage in the States as commis- 
sioner of conservation and economic development, whether the De- 
partment of Commerce program is coming home, so to speak. 

Mr. Bonremro. I suppose what we are talking about, Senator Wil- 
liams, is its effectiveness. And I also realize that those of us who 
sit in Government at any echelon are constantly dealing with the 
problems. Those people who benefit and who are getting along do 
not come to us. 

But those, certainly from our experiences, who come to us, reflect 
that there is some lack of communications. I think our bie job is 
a communications job, because I have no doubt but that the Com- 
merce Department or its other subsidiary organizations are concerned 
with oatthna this over to those who want to be benefited. But it 
seems to me that there is a breakdown in communications. There is 
a reluctance on the part of really small businessmen to feel that they 

can come to a Federal agency or they can have the benefit of this. 
They are not informed as to how they might take advantage of any 
services that might be available on the part of the State or the Fed- 

‘al Government. 

Senator Wiittams. To be a little more pointed in this—are you or 
your assistant familiar with the field offices, for example, of the 
Department of Commerce that are located in the State of New 
Jersey ? 

Mr. Bontemrpo. I am acquainted with it generally. 

Senator Wiiu1AMs. Where they are? 

Mr. Bontemeo. I do not have occasion to deal with them from my 
point. 

Senator Wru1aMs. We have field offices in the State of New Jersey. 

Mr. Bonrempo. Yes, sir, and I am sure that those who are con- 
sultants on my staff have occasion to deal with them and utilize what- 
ever publications they are getting out, and so on. 
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Senator Wiu1AMs. I interrupted you, Commissioner. You were 
just coming to point 2. It broke the continuity, but I thought it was 
timely to inquire. 

Mr. Bonrempo. These are separate and apart and it is all right, 
Senator. 

No. 2, we should partic ipate toa gi eater extent in trade fairs over- 
seas. Small business firms should be given a greater opportunity to 
display their merchandise at such trade fairs. 

No. 3, the Department of Commerce experts in trade promotion 
should hold more widespread conferences throughout the United 
States dealing with exporting. While they have been holding re- 
gional conferences during the last year, greater effort should be made 
to get small manufacturers to participate in such meetings. 

No. 4, in conjunction with State governments, the Department of 
Commerce may be able to arrange for some export clinics at key cities 
in various States. The purpose of such clinics would be to interest 
manufacturers in exporting, to call their attention to all kinds of ma- 
terial available on foreign trade, and to deal with specific problems in 
exporting. 

Trade association officials and businessmen who are active in for- 
eign trade might be invited to such clinics to actually, on the ground, 
assist re businessmen with their exporting problems. 

No. 5, we believe the U.S. Government should push Western Euro- 
pean eae and Japan to eliminate import quotas and exchange 
controls that still exist against our goods. 

These discriminatory “trade restrictions are a carryover from the 
days when there was a dollar shortage. While progress has been 
made by some countries in eliminating such restrictions, we should 
give it an extra hard push for the rapid elimination of all such re- 
strictions against our trade. 

Moreover, through the present authority in the reciprocal trade 
agreements program, we should negotiate hard for more effective 

tariff reductions abroad. This will require, of course, some reductions 
on our part, which is beyond the State of New Jersey and the depart- 
ment of conservation and economic development. 

Senator Wiu1ams. Thank you very much, Commissioner. You 
have been very helpful. 

Senators Randolph and Javits probably have some questions. 

I just want to indicate to Senator Javits, Commissioner Bontempo 
related the public works program and development of the Hackensack 

River to the business community of New Jersey and opportunities for 
further expansion of our export markets, so, gentlemen, when we get 
the public works bill before us, I hope we will remember the suggestion 
of the commissioner. 

Mr. Bontempo. I was not taking advantage of a situation. 

Senator Wiiirams. I am glad you did. We all happen to support 
this program. 

Mr. Bontremro. This has a pert inent bearing on what we envision in 
our overall, long-range planning, and it so happens that navigation is 
a responsibility of the department of conservation and economic de- 
velopment, as well. 
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Senator Ranpotpu. Commissioner Bontempo, I say to my colleagues 
from New Jersey and New York that I am a member of the Public 
Works Committee of the Senate and the Subcommittee on Rivers and 
Harbors. I will study this matter. 

Mr. Bontempo. Thank you. And we will be very pleased to submit 
any additional information that you require for your study, Senator. 

Senator Ranpotrn. Just one observation, and then I will not detain 
the witness. You mentioned a failure in our communications of- 
times, you indicate, between a Federal agency and the people or the 
businesses that might properly take advantage of certain legislation 
enacted into law beneficial to those business entities. 

Is that correct 

Mr. Bonremro. That is right. 

Senator Ranpoten. Now, I want, Mr. Chairman, the permission of 
yourself and Senator Javits to expand on the failure of the Small Busi- 
ness Administration itself to so inform certain business structures, 
smal] business structures, in this country of the provisions of law 
in one or two measures enacted by the Congress where the intent of 
the Congress has not been, frankly, the intent of the Small Business 
Administration in infor ming the small business units within our coun- 
try. 

I would ask that I be given permission to expand on this matter in 
a later report, and not take the time at this point. 

Senator Wiiu1ams. Without objection, that may be done. 

Senator Javits? 

Mr. Bonremro. My statement includes and incorporates a refer- 
ence to the activity that is going on in the State of New Jersey with 
reference to the small business program. 

We have taken advantage, and we probably are one of the few States 
that have taken advantage of the program for 2 successive years in 
that we have studies underway in conjunction with the several univer- 
sities in New Jersey, and this is the $40,000 grant which you are ac- 
quainted with. 

Senator Javrrs. Mr. Bontempo, I have just one question : 

In your judgment, based upon your official position and experience, 
is it more important to the State of New Jersey’s economy to expand 
exports than it isto restrict imports ? 

Mr. Bontemro. Senator, you are asking almost a yes or no question, 
and I would prefer not to give you that kind of an answer, because the 
State of New Jersey, over the years, has been a very well balanced 
State, and its economy, its society, has been well balanced. 

Weare not a one-crop State. 

Weare not a one-product State. 

It occurs to me that we must have the proper balance. We must have 
export where it adds to our economy. We must control each of them, 
so that we continue that balance. I would refrain from making any 
statement as to our being more concerned with export than we were 
concerned with import, or developing our local manufacturer and 
our local production. 

I think balance is the thing that we have got to have in any well 
established economy. 
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Senator Javirs. There is a good deal of pressure now in our country 
to limit, somehow or other, imports. Many businesses claim that 
imports are hurting them. 

You recognize in the last two sentences of your statement that in 
order to improve and increase exports, we have to do something about 
increasing imports, and I am facing you with what we are going to 
be faced with. 

We are going to have to vote yea or nay on this subject, and the 
question is: 

Can we accept some increase in imports in order to expand exports? 

Let’s keep our eye on both balls because they are both in the air. 

Mr. Bontempo. Precisely. 

And, Senator, let me point out to you, without naming specifically 
the industry, but we have in New Jersey a foreign industry that has 
established its headquarters here in the State of New Jersey. Their 
central office in the State of New Jersey alone is under construction 
now and will cost nearly $3 million. They have probably $65 million 
invested in physical plant in the State of New Jersey, and all of the 
ripple effect that takes place as a result of this certainly is of benefit 
to New Jersey. 

So that having this import activity, this foreign activity in New 
Jersey or in the country is not to be reflected as a total loss because 
of the inroads it makes. 

There are probably in this one instance that I am talking about as 
many as 10,000 people employed exclusively in the State of New 
Jersey. 

Senator Javirs. Mr. Bontempo, you and I agree thoroughly, but I 
am trying to get your appraisal as a State official on the question of 
balance, and for New Jersey, because the situation is very difficult in 
West Virginia, as nobody knows better than I. 

Of course, Senator Randolph knows best. 

For New Jersey, is it worth paying the price of increased imports 
in order to get this expanded export to which you have been testifying ? 
That is all I am asking, just for your economy. 

Now, Commissioner McHugh’s people are going to be here for New 
York. I am going to ask them the same question. We have got to 
know, because we are going to face this fight. Let’s not fool ourselves. 

Everything we talk about in terms of export trade is going to be just 
so much hogwash unless we are willing to face the import problem, 
so we have got to know State by State what the story is. So I ask you 
quite honestly and directly. 

Mr. Bonrempo. Again I say to you, Senator, without some cursory 
inventory of the balance that would be reflected, I would not say that 
I would take one portion or another at this time. 

I would be happy to provide to this committee an opinion of what 
our collective opinion in the department of conservation and economic 
development is. I think you ought to have the benefit of that. 

I think at some point—there is some point, when we reach that point 
where the two lines meet, where we would be willing to give in order to 
get. But beyond that point, it would seem to me that we find a break- 
down and then I think we have got to stay home. 

Senator JAvirs. Mr. Bontempo, this is not abstract. We know that 
you have certain exports. We know that you have certain imports. 
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We know the lines along which exports can be increased. We 
know the lines along w hich i imports must be increased if the exports 
are to be increased. We are not dealing in the air, but this is with 
ascertainable products. 

I have no right to ask you for a thing. You are an official of the 
State of my dear friend and colle: igue, our chairman, so I do not ask 
for anything. 

But should you wish to file such a statement, I can only say that if 
you were my Department of Commerce, I would insist on it, because I 
want to know what is New York’s interest, because I know that I, 
together with every other Senator, is going to face this very hard 
question and very soon, and there is no ducking it. 

So, as I say, ‘I have no right to demand “anything of you, and I 
would not, but T would certainly be happy if we did have such infor- 
mation from New Jersey, and I state only that I would specifically 
request it of New York. 

Mr. Bonremro. Senator Javits, Senator Williams does not have to 
insist upon it from the State of New Jersey. His mere wish is our 
command. 

Senator Witit1AMs. I just want to say I am ready to vote on the 
question that Senator Javits and I have put. I feel sure you and I 
would not be in disagreement. We'll have an opportunity to discuss 
that later. 

Mr. Bonremro. If we are, it will be the first time we have been, 
Senator. 

Senator Witt1ams. Thank you very much, Commissioner Bon- 
tempo. We are very pleased to have this opinion right from your 
point of sensitivity. 

Mr. Bonremro. Thank you. 

Senator Witt1aMs. Your prepared statement, Commissioner, will be 
included in the record at this point. 

(Following is prepared statement :) 


PREPARED STATEMENT OF COMMISSIONER SALVATORE A. BONTEMPO, NEW JERSEY 
DEPARTMENT OF CONSERVATION AND ECONOMIC DEVELOPMENT, ON “SMALL BUSI- 
NESS EXPORTS AND THE WORLD MARKET” 


After World War II with many countries in Europe and also Japan going 
through periods of recovery and rehabilitation from the consequences of the 
war, the United States was in a dominant and unparalleled position with respect 
to exports. At that time there was strong demand for American products 
throughout the world and American exports did not face much competition in 
world markets. As a matter of fact, most countries in Europe and Asia could 
not sell much to pay for our exports. The major limitation to our exports was 
a shortage of dollars to pay for our goods. Many countries imposed discrim- 
inatory import quotas and exchange controls to conserve their limited supply of 
dollars. As a matter of fact, our foreign aid grants and loans helped countries 
to purchase our products. Especially important was the European recovery 
program (the Marshall plan) that helped the countries of Western Europe to 
rehabilitate and expand their economies. 

In the post World War II setting, exporting was not difficult for American 
firms. Many small businessmen engaged in foreign trade. However, as the 
Western European countries and Japan recovered from the war and developed 
strong and highly competitive economies, they began to compete more and more 
in world markets and also in the American market. Faced with much keener 
competition—in prices, quality and design of product, and trade promotion— 
many small and medium-sized business firms dropped their export activities or 
even went out of business. Since 1953 foreign trade has been dominated more 
and more by large companies. 
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Large companies have many advantages in foreign trade. They have superior 
financing; they can have the specialized personnel required to carry on the 
highly intricate and complex functions involved in foreign trade; they can 
more adequately survey and keep in touch with foreign markets; they can engage 
more readily in advertising and selling abroad; they can more readily extend 
credit and carry on the many details required in export activity. 

While export trade is dominated by large companies especially in the export 
of manufactures, small business firms participate in foreign trade to a much 
greater extent than is recognized. However, part of this participation is indirect. 
Small manufacturers provide many component parts for the products manu. 
factured by large firms for export. Moreover, a substantial amount of our exports 
are handled by foreign trade middlemen: export merchants, commission houses, 
brokers, and export houses. These export middlemen handle large varieties of 
exports, some of them manufactured by small firms. Most of these export firms 
are also small business firms. Many of these firms handle imports as well as 
exports. Most of them are located in and around New York City. Not many 
of them are located in New Jersey. However, as the ports of Newark and 
Elizabeth are developed during the 1960's we can expect more of these firms 
to locate in New Jersey and, it is believed, some New York firms will establish 
branches in New Jersey. According to Port of New York Authority estimates, 
if their present long-range plans for the expansion of the ports of Newark and 
Elizabeth are carried through in the next 10 years, about 25 to 30 percent of 
the total foreign trade of the New York-New Jersey port complex will go 
through Newark and Elizabeth. Not only will this expand warehousing, cargo 
handling, and employment activities at the ports, but it also should expand 
the foreign trade community of the Newark-Elizabeth area. As a result of 
such developments, we should see more customhouse brokers, freight forwarders, 
export packers, and various export-import middlemen locate in the area. 

While there is very little information on the impact of foreign trade on the 
economy of New Jersey at the present time, we know that foreign trade is much 
more important than many people realize. There are estimates that about 7 
percent or more of the jobs in New Jersey depend directly or indirectly on 
foreign trade. From lists that we have compiled from various foreign trade 
directories, directories of trade associations and other sources, we have found 
that at least 600 firms in New Jersey are engaged actively in foreign trade. 
Many of these firms are large, national manufacturers who have plants or some 
operations in New Jersey. Others are fairly large firms that have a major 
part of their operations in New Jersey. Some firms are small manufacturers 
or middlemen, who are active in exporting or importing. Other firms are in- 
volved in collateral foreign trade activities, such as customhouse brokerage and 
financing. 

The State for its part provides assistance to small firms and indiivduals en- 
gaged in all phases of business operations including foreign trade. The De- 
partment of Conservation and Economic Development has available for con- 
sultation and advice a staff of business experts fully knowledgeable in the 
problem areas usually disturbing small businessmen. Thus the small business- 
man in New Jersey can look to the State for technical advice of a type that 
would be otherwise unavailable or too expensive. 

The State has taken full advantage of the federally sponsored Small Busi- 
ness Research Study Grant program since its inception 2 years ago. This pro- 
gram is designed to aid small businessmen in overcoming the hazards associated 
with their operations by investigating problem sources and suggesting corrective 
methods. The results of these studies will be broadeast to the business com- 
munity and play a large part in determining the direction of future State 
policy and action. The interest of this State in the question of foreign trade is 
manifest in a study currently being conducted for the Department of Conserva- 
tion and Economic Development by Prof. William Dymsza of Rutgers Univer- 
sity on the characteristics and opportunities of foreign trade zones and the 
economic feasibility of locating such a zone in New Jersey. 

The Federal Government has an important role in increasing foreign trade. 
The Corps of Engineers has carried out an extensive program of river and port 
improvements which has greatly enhanced trade activity and potential. Future 
improvements will account for additional gains in foreign trade. The State 
of New Jersey considers its waterways one of its most important resources. The 
ultimate development of the Hackensack meadows is predicated in large meas- 
ure upon the fullest utilization of the Hackensack River as a water route. The 
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Hackensack meadows, commonly known as the meadowlands, contain about 
16,000 acres in the heart of the New Jersey-New York metropolitan area. Rec- 
lamation and development of this vast tract of land, probably the most poten- 
tially valuable piece of real estate in the world, is being undertaken by the 
Meadowlands Regional Development Agency, a regional body with local rep- 
resentation to which the State through the department of conservation and 
economic development is serving in a technical and advisory capacity. Pre- 
liminary studies have shown that those meadowlands will lend themselves to 
a variety of land uses. The realization of the commercial opportunities, par- 
ticularly those in the field of foreign trade, inherent in this area, will depend 
upon certain necessary improvements to the existing river channel in order to 
accommodate the larger oceangoing vessels. Of related interest is the work of 
the New Jersey Food Market Commission which is developing a modern, com- 
pletely integrated food market and distribution center to serve the needs of the 
people in the metropolitan area. This center is located adjacent to the Hacken- 
sack River to allow for the direct transfer of waterborne cargoes, primarily 
those arriving from foreign lands. Since the processing of food products will 
also take place at the food center, there will also be an extensive export trade. 

Master planning is likewise continuing elsewhere in the State along navigable 
waterways or ocean routes and hence success in implementing planning decisions 
is contingent to some degree on Federal participation in the larger or more 
complicated navigation projects. 

What can the U.S. Government do to promote exports by small businessmen 
in the future? We should not overemphasize what the Government can do to 
promote increased direct participation, for foreign trade is a highly specialized 
and complex field. In order to export, American firms have to be closely in 
touch with foreign markets; they have to be able to adjust to rapidly changing 
economic conditions, they have to adjust products to consumers’ tastes over- 
seas; they have to promote exports more by advertising and hard selling; they 
have to extend adequate credit; they have to compete all around in price and 
also nonprice aspects of competition. Probably not too many small manu- 
facturers are willing or able to devote sufficient attention and resources to 
foreign trade on a continuous basis. The U.S. Government, through the De 
partment of Commerce, can engage in long-term export promotion programs to 
encourage small business as well as large business to participate more actively 
in foreign trade. With the current state of our balance of payments, when we 
are losing gold and foreign countries are increasing holdings of dollars, we need 
to expand exports. 

We might suggest the following activities on the part of the U.S. Government : 

(1) We need a continuous export promotion program. Such a program would 
involve increasing the number of commercial attachés overseas to promote 
American exports and also to derive more pertinent economic and trade informa- 
tion of value to export firms in the United States. 

(2) We should participate to a greater extent in trade fairs overseas. Small 
business firms should be given a greater opportunity to display their mer- 
chandise at such trade fairs. 

(3) The Department of Commerce experts in trade promotion should hold 
more widespread conferences throughout the United States dealing with ex- 
porting. While they have been holding regional conferences during the last 
year, greater effort should be made to get small manufacturers to participate in 
such meetings. 

(4) In conjunction with State governments, the Department of Commerce 
may be able to arrange for some export clinics at key cities in various States. 
The purpose of such clinics would be to interest manufacturers in exporting, to 
-all their attention to all kinds of material available on foreign trade, and to 
deal with specific problems in exporting. Trade association officials and busi- 
nessmen who are active in foreign trade might be invited to such clinics to 
assist small businessmen with export problems. 

(5) The U.S. Government should push Western European countries and 
Japan to eliminate import quotas and exchange controls that still exist against 
our goods. Those discriminatory trade restrictions are a carryover from the days 
when there was a dollar shortage. While progress has been made by some 
countries in eliminating such restrictions, we should push harder for the rapid 
elimination of all such restrictions against our trade. Moreover, through the 
present authority in the reciprocal trade agreements program, we should negoti- 
ate hard for more effective tariff reductions abroad. This will require some 
reductions on our part as well. 
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Senator Wiu1ams. We have Mr. Lurie here from the American 
Exporter Publications. 

Senator Javirs. Mr, Chairman, I respectfully move that a limit 
on direct statements be imposed of 10 minutes for non-Government 
witnesses. Otherwise, we would not be able to accommodate all of 
the witnesses, 


STATEMENT OF RICHARD G. LURIE, EDITOR IN CHIEF, AMERICAN 
EXPORTER, AND VICE PRESIDENT OF AMERICAN EXPORTER 
PUBLICATIONS, NEW YORK, N.Y. 


Mr. Lurtz. Mr. Chairman, will you interrupt me in 10 minutes? 

My name is Richard G. Lurie, editor in chief of American Ex- 
porter and vice president of American Exporter Publications, New 
York City. We publish nine export trade magazines that circulate 
only outside the United States. We are the largest U.S. export trade 
magazine publishers. We have been familiar with the oversea busi- 
ness problems faced by U.S. export executives since our founding 83 
years ago in 1877 and are equally familiar re the problems faced 
by the oversea businessmen in importation of U.S. goods. I, myself, 
am a member of the World Trade Advisory Committee to the U.S. 
Department of Commerce. I also have been a member of two U.S 
Department of Commerce trade missions—Italy in 1956 and France 
in 1957. 

Last spring I testified in the hearings conducted by the U.S. Senate 
Interstate and Foreign Commerce Committee on a survey we con- 
ducted among established exporting manufacturers and exporters. 

But now I would like to turn my attention to the small manufac- 
turer not now engaged in export. 1am talking about the small manu- 
facturer who has never been in export before. 

This survey we conducted before the Interstate and Foreign Com- 
merce Committee was quite interesting, when you survey sophisticated 
manufacturers who are in export. And the thing that staggers me 
is how few firms, how few manufacturers in the United States really 
do the bulk of the export business from the United States. 

For example, 359 manufacturers who answered this survey exported 
about $2,000,300,000 worth of merchandise, and that itself roughly 
represents between 18 and 24 percent, I think, of all the U.S. manu- 
factured goods that go into exports. I am talking about manufac- 
turers and semimanufacturers and we are exploring the problem of 
how the small manufacturer can get into export. 

We strongly feel the combination export management firms is one 
of the best and most practical ways for a small manufacturer to get 
his feet wet in the export market. The combination firm acts as the 
exclusive representative of several manufacturers of allied but non- 
competitive lines. ~He has an exclusive contract with these manu- 
facturers doing business in their name and executes their orders. He 
usually works on a commission basis but lately does his own financing 
with these small manufacturers who cannot afford to extend credit 
themselves. He is financing his own credit. He is giving credit 
overseas. He is doing the trave eling. And there are about, I would 
say, 100 firms such as this in New York City, each of whom, I would 
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say, on the average, represents on an exclusive, worldwide basis the 
export activities of 20 nonicomaperstsye manufacturers, 15 or 20, so we 
find that perhaps we have 2,000 U.S. firms represented in export by 
these combination export managers. 

If these people were not here to act as the export department for 
these manufacturers, I doubt that these manufacturers would be ex- 
porting at all. 

These combination men have intimate knowledge of the country as 
well as the oversea client from previous shipments from different 
manufacturers. They can extend credit. They travel. This is what 
really, I think, stops—is one of the big things that stops the small 
manufacturer from getting into export on his ow n, because I funda- 
mentally believe you cannot conduct an export business from the 
United States to abroad by mail, no matter how much help you get 
from private sources or Gov ernment sources 

You have to get out and see these markets. And a small manu- 
facturer with, say, a couple of million sales overall is certainly not 
going to be able to afford the cost of his own department. He has to 
use, or he should use, I think, these firms. I mention these firms 
simply because they operate in a rather quiet way and I think they 
should have a little publicity because they do such a good job in 
getting U.S. manufacturers into the export aalias. 

Many of our big manufacturers today who have their built-in ex- 
port dep: urtments now originally started operating through these com- 
bination export managers. 

I would say, roughly, there may be 300 to 400 in the whole country. 
That is about all I have to say about them. 

I will be glad to answer any question on the survey we presented 
before the Senate Interstate and F oreign Commerce Committee or 
my statement on export.managers. 

Senator Javirs. Are there any things that have shown up which 
are excesses or difficulties with these companies? Are they honest, 
dishonest, capable ? 

Mr. Lurie. They are very honest and very reputable. Most of them 
have been in business for many, many years. I will say, for example, 
that on exports of electronic equipment, that these combination ex- 
port firms are very active on electronic and high fidelity equipment 
going out of the United States. On commerce ial refrigeration equip- 
ment they represent a good share of the business that goes from the 
United States. 

Senator Javits. The bona fides that they exercise with respect to the 
individual would be most important, because, after all, if they have an 
exclusive distribution, they could throttle them if they did not work on 
their stuff, isn’t that correct ? 

Mr. Lurie. I do not understand your question. 

Senator Javits. If they have an exclusive distribution of an ex- 
porter’s products 

Mr. Lurie. Of amanufacturer’s products ? 

Senator Javirs. That is right. 

Mr. Lurie (continuing). ‘Tf they did not tend to his business, they 
would ruin it in terms of export ? 


63067—61——_5. 
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Certainly, if they did not produce, they would lose their 
contract with that particular manufacturer, Senator. 

Senator JAvits. The incentive, the mutual] incentive, is adequate ? 

Mr. Lurie. The mutual incentive, the manufacturer and the ex- 
porter, I think, fit each other in this particular case. 

Senator Javits. Is there a trade association in that field ? 

Mr. Lurie. Of combination export managers per se 

Senator Javits. Yes. 

Mr. Lurie. Alone? No, there is not. There are trade associations 
representing both the built-in export departments which function 
city by city. 

Senator Javits. Thank you. 

You think the practice is highly desirable and it is one of the answers 
to small business ? 

Mr. Lurie. For small manufacturers not now in export, yes. 

Senator Javirs. Are there any legislative techniques that would 
have to be changed or revised to encourage that type of business ? 

Mr. Lurie. I think there is one. I think most of these combination 
export managers, as well as the medium manufacturer in export 
today, are very interested in commercial risk insurance on a Govern- 
ment level. 

Senator Javirs. Commercial risk insurance ? 

Mr. Lurie. Yes. 

Senator Javits. On a Government level. Does the Export-Import 
Bank supply that ? 

Mr. Lurir. They supply political risk, and there is, I think, from 
the point of view of the export fraternity both large and small, a grow- 
ing pressure for commercial risk insurance. 

Senator Javits. Of course, other countries have it, Germany, 
notably ; is that correct ? 

Mr. Lurie. Yes, they do. 

Senator Javirs. Have any of the really big enterprises like Ameri- 
can Express, who, incidentally, is represented here by two of its of- 
ficials, entered into this field at all ? 

Mr. Lure. Into the insurance field ? 

Senator Javirs. Export manager field. 

Mr. Lurie. In the export management field ? 

Senator Javits. Yes. 

Mr. Lurie. I cannot answer that question. 

Senator Javits. There are two officials of the American Express 
here this morning sent by the president—and, incidentally, I talked 
with them about this because I was interested in whether there was 
any such service available—Mr. George Doherty, vice president, and 
Marshall S. Walker, Jr., assistant vice president, and I asked whether 
such services were available. 

Mr. Lurie. Thank you, Mr. Chairman. 

Senator Witt1ams. Thank you very much. Your prepared state- 
ment will be included in the record at this point. 
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(The statement referred to follows :) 


PREPARED STATEMENT OF RICHARD G. LURIE, EDITOR IN CHIEF, AMERICAN EXPORTER, 
AND VICE PRESIDENT, AMERICAN ExpoRTER PUBLICATIONS, NEW YorK, N.Y. 


My name is Richard G. Lurie, editor in chief of American Exporter and vice 
president of American Exporter Publications, New York City. We publish nine 
export trade magazines that circulate only outside the United States. We are 
the largest U.S. export trade magazine publishers. We have been familiar with 
the oversea business problems faced by U.S. export executives since our founding 
83 years ago in 1877 and are equally familiar with the problems faced by the 
oversea businessmen in importation of U.S. goods. I, myself, am a member of 
the World Trade Advisory Committee to the U.S. Department of Commerce. I 
also have been a member of two U.S. Department of Commerce trade missions— 
Italy in 1956 and France in 1957. 

Last spring I testified in the hearings conducted by the U.S. Senate Inter- 
state and Foreign Commerce Committee on a survey we conducted among estab- 
lished exporting manufacturers. 

But now I would like to turn my attention to the small manufacturer not now 
engaged in export. One of the best ways he can get into export—and the most 
practical way—is to use the offices of a combination export management firm. 
I define this type of firm in the following way: 

The combination export management firm acts as the exclusive export depart- 
ment of several manufacturers of allied but noncompetitive lines. It does 
business in their names overseas and executes their orders. It usually works on 
a commission basis and also may do its own financing, extending credit over- 
seas, etc. 

In the New York area alone, there are at least 100 firms of this type represent- 
ing over 2,000 U.S. factories most of whom can be termed small manufacturers. 

What are the advantages of a combination export manager for a small U.S. 
manufacturer—particularly those who have never been in export before: 

1. The combination export manager can consolidate, in one single shipment, 
material from various factories on one ocean bill of lading. In other words, 
an oversea client can buy $500 or $5,000 worth of material from three or four dif- 
ferent factories represented by the same combination export manager, then have 
them consolidated at the port and shipped on one bill of lading, this representing 
a saving to the oversea client. 

2. A combination export manager is an absolutely necessary operation to 
some medium and small manufacturers who very often require cash payment, 
and to medium- and small-size importers who very often require credit and whose 
orders are not large enough to interest the factory individually. 

8. Sometimes the combination export manager is an important customer of 
the manufacturer. He may normally account for 10 percent or more of his 
sales. Because he handles this volume, he is in a position to obtain price, 
delivery, and preferential treatment for the importer which are not offered even 
to the small U.S. distributor. 

4. A combination export manager may be more inclined to liberalize credit 
facilities for oversea clients than an individual factory. There are a variety 
of reasons why this is so, among which you might list: 

(a) Intimate knowledge of the country as well as the oversea client from 
previous shipment from a different manufacturer. 

(b) Credit information from all sources. 

(c) Recommendation of resident agent or manufacturer’s representative in the 
oversea country. 

5. In the case of the smaller manufacturer, the export price may be consider- 
ably higher if the merchandise was sold directly to the importer due to the fact 
that the manufacturer would have to figure his cost of operation in his selling 
price. 


Senator Javits. Our chairman is compelled by other necessities to 
leave, and so Senator Randolph and I will continue the hearing. 


At Senator Randolph’s request, because he has to leave pretty soon, 
I will call the witnesses. 
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The next witness scheduled is the Honorable Keith S. McHugh, 
commissioner of the Department of Commerce of the State of New 
York. Mr. McHugh will be repres ented by Mr. Thomas J. Higgins, 
assistant director in charge of the foreign trade service. 

Will you identify yourself, sir, and let us have copies of your 
statement / 


STATEMENT OF THOMAS J. HIGGINS, ASSISTANT DIRECTOR IN 
CHARGE OF THE FOREIGN TRADE SERVICE, NEW YORK CITY 
OFFICE OF THE NEW YORK STATE DEPARTMENT OF COMMERCE, 
APPEARING IN BEHALF OF COMMISSIONER KEITH S. McHUGH, 
NEW YORK STATE DEPARTMENT OF COMMERCE 


Mr. Hieerns. My name is Thomas J. Higgins, and I am the assistant 
director of the New York City office of the New York State Depart- 
ment of Commerce. I am appearing here and representing Commis- 
sioner Keith S. McHugh of our department. 

Our department was established in 1944, and is responsible for 
administering the New York State commerce law, which provides 
for the gener ral promotion of the commerce and industr y of this State. 

The importance of international trade to the economy of our whole 
State was early recognized by our department. I do not think any 
other State in the Union participates in foreign trade in the sale and 
the purchase and the movement and financing of international cargoes 
that we do in this State. Every anes of our economy has a stake 
in the overseas of the United States. More waterborne cargoes pass 
through the port of New York than any other port in the country. 
Cargoes go through other New York State ports. Our factories se ‘Il 
their products in “all ports in all free countries of the world. Our 
State’s trade, and that originating in other States, creates employment 
in all kinds of service industries in the port area and throughout the 
State. 

Our banks, transportation carriers, marine insurance underwriters, 
exporters, warehouses, foreign freight forwarders, and workers on the 
waterfront all benefit from the sale of goods to foreign countries. 

The promotion of the sale of the products of New York State fac- 
tories was one of the earliest programs that was instituted by our 
department to enhance the State’s economy. 

Early in our department’s history we realized many New York 
State manufacturers with good exportable products were not selling 
abroad, or they were doing so on a hit or miss or a haphazard basis. 
The nature of requests to our consultants working in foreign trade in 
our department indicated a lack of knowledge on the part of New 
York State manufacturers on how to do it, the techniques of trading. 
So we wrote a simple text on exporting, strictly from the small man- 
ufacturer’s viewpoint, that covers every situation that he will en- 
counter in setting up or expanding into oversea sales. This booklet, 
“The Whys and Hows of Exporting for Manufacturers,” is attached 
to the statement.*° 


» Retained in committee files. 
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The next step was how to get inquiries from oversea firms and visi- 
tors for the purchase of New York State products or the conclusion 
of agencies for our products. We did this by telling foreign gov- 
ernmental agencies in New York, trade promotion agencies ‘abroad, 
and business organizations overseas about all the ways in which our 
department could serve them in expanding their international trade 
contacts and those of their members or constituents with New York 
State firms. These services are detailed in a simple foreign trade 
services information sheet, which is here. 

(The document referred to follows :) 


EXHIBIT 6 


STATE OF NEw YORK, 
DEPARTMENT OF COM MERCE. 


FoREIGN TRADE SERVICES OF PARTICULAR REFERENCE TO OVERSEA FIRMS 


. Oversea buyers’ inquiries for sources of supply are circularized by depart- 
e2" letters to New York State manufacturers and exporters for direct commu- 
nication with inquirers and submission of offers, prices, and terms. 

2. Oversea agents’ inquiries for the representation of manufacturers and ex- 
porters are circularized by department letters to New York State firms likely to 
be interested in agency opportunities in specific foreign countries. 

3. Oversea sellers’ (oversea manufacturers and exporters) offers of products 
and agencies are answered and suggestions furnished as to best way to reach 
New York State importers. 

4. Oversea visitors to New York City and other points in the State, interested 
in buying, selling, or agency arrangements, are interviewed and the services of 
the department offered to them to make their missions more successful. Such 
services and facilities, in addition to those stated before, extend to: 

(a) Arranging appointments for them with manufacturers, exporters, and im- 
porters in New York City and throughout the State, for a discussion of their 
interests. 

(b) Coordinating their wishes for technological discussions with industrial 
trade associations; management, industrial, or engineering consultants; or 
individual factories. 

(c) Offering the department’s reference materials and directories for their 
use in accomplishing their missions, and counseling on their use. 

5. Inquiries by mail from abroad and personal visits from oversea manufac- 
turers interested in discussing the licensing of the manufacture of their prod- 
ucts in New York State are cireularized to New York firms which have informed 
us of their interest in such inquiries. 

6. Inquiries from publishers of trade magazines and directories, foreign goy- 
ernment, and private trade promotional agencies abroad, for information as to 
sales aids available here, such as marketing guides, directories, trade promotion 
organizations in the United States, statistics on specific U.S. imports for past 
periods, and current marketing data, are processed and answered as an aid, often 
reciprocal, in helping them to answer inquiries from their readers or members. 

(Notr.—It is advisable to furnish banking or commercial references, not for 
our information but for availability to firms with which we may communicate. 
Such information expedites correspondence and saves time. ) 

We areat your service. 

Keiru 8. McHvuanu, Commissioner. 

112 STATE STREET, ALBANY, N.Y., AND 230 PARK AVENUR, NEW YORK, N.Y. 


As a result of this program, we get hundreds of inquiries and 
scores of visitors every month from oversea countries for connec- 
tions with New York State manufacturers and traders, and these in- 
quiries are published by our department in broad category group- 
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ments in our foreign trade bulletins, “Foreign Trade Opportuni- 
ties.” *°* They are sent to New York State manufacturers and manu- 
facturers’ export agents. Another name was used for this group by 
Mr. Lurie of the American Exporter. He referred to them as “com- 
bination export managers.” So I am talking about the same type 
of function. 

Our publications are also sent to exporters who have previously 
registered the products which they wish to sell in the export field. 

The registration and permanent recording of the selling interests 
of New York State firms, in order to receive our bulletins, is a con- 
tinuous function. It is accomplished by completing manufacturers’ 
and exporters’ information forms, which are then translated into 
permanent card records. This permanent card records is utilized 
principally in our New York office in servicing visitors from over- 
seas who are here on purchasing or agency or other missions. In 
this permanent card file of ours we have recorded the interests of 
about 10,000 New York State firms, most of them manufacturers, 
and many of them exporters and manufacturers’ export agents. 

These activities of ours in the international trade field brought out 
the fact that many New York State manufacturers did not want to 
go into direct exporting, but instead, wanted to do it by indirect 
means. New York State manufacturers’ export agents or combina- 
tion export managers, are existing organizations right here in New 
York which can serve such manufacturers with a minimum of outlay 
and expense. They provide a means of getting started quickly. So, 
we set about the task of finding out the specific categories of lines 
which these manufacturers’ export agents needed to complement 
their present representations. We did that by a simple questionnaire 
letter, the principal item being the categories of lines which they 
want. Five hundred and fifty such organizations throughout New 
York State have registered with us the kinds of lines that they are 
seeking from New York State or other manufacturers to sell abroad. 
Every day in the week New York State manufacturers, who so elect, 
are being referred by our department to such export agency firms 
for discussion regarding the conclusion of possible export sales ar- 
rangements for the sale of their products abroad. This is a valuable 

rogram in the promotion of the products of our manufacturers. 

t enables our manufacturers that do not know too much about ex- 
porting, to sit down with an expert and learn about the export sales 
possibilities of their lines. Further, it introduces export agency firms 
to new sources of supply in New York State for the products that they 
are generally sudan for export, and, as a result of these ac- 
tions, many mutually profitable relationships have been made. 

All of these international trade promotional programs of the New 
York State Department of Commerce are a good way of getting small 
business organizations started in the expansion of their export sales. 
Although New York State’s business climate attracts and supports 
manufacturing enterprises of all sizes, the preponderance of our in- 


a Retained in committee files. 
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dustrial firms in the State employ fewer than 100 workers. So our 
programs in the international trade field, aimed at helping our manu- 
facturers, thus also aid small business in the expansion of their sales 
and in the maintenance of full employment. 

Our success in this program is confirmed by the literally hundreds 
of letters that we get from oversea firms, and from New York State 
firms, relating specific benefits that have accrued to them as a result 
of our work, specific connections made, agencies appointed, long- 
range trading relationships established. The State’s economy is bene- 
fited immeasurably by our actions. 

Another important function of our work in the foreign trade field 
concerns the personal counseling of New York State business firms 
on the solution of problems of technique and procedure. Our foreign 
trade consultants also advise individuals and firms on the procedures 
for establishing an exporting firm in New York. 

Our Small Business Supplement No. 30 ** and our booklet on regula- 
tions prior to setting up an export-import business in New York cover 
these points. 

Now, recently, in order to reach the most important cog in this 
machinery of trade development, the oversea buyer, the department 
has inaugurated an advertising program in publications and direc- 
tories that are distributed abroad. 


% Retained in committee files. 
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A tearsheet of one such ad in this program is attached. 
(The document referred to follows. ) 


EXxHIBIT 7 


FREE INTERNATIONAL SERVICES 
OFFERED TQ EXPORTERS AND 
IMPORTERS BY NEW YORK STATE 


OVERSEAS BUYERS locate new sources of supply through bulletins 


circularized to New York State manufacturers and exporters. 








OVERSEAS REPRESENTATIVES secure new agencies by making 


your interests known to New York State firms. 


OVERSEAS SELLERS advise our Commerce Department of your offers 
for suggestions on marketing your products. 


OVERSEAS VISITORS to New York State tell of your buying, selling 
and agency interests before your departure from home. Then visit our 
New York City offices . . . utilize the knowledge of our foreign trade 
consultants . . . use our directories and reference materials . . . and let 


us make appointments for you in advance of your arrival. 


New York State is at Your Service! 





The Stamp of Leadership 


NEW YORK STATE DEPARTMENT OF COMMERCE 
112 State Street, Albany 7, or 230 Park Ave., New York City 17, N. Y. 


NELSON A. ROCKEFELLER KEITH S. McHUGH 
Governor Commissioner of Commerce 
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In this paper we have gone into a little detail about the export sales 
promotional programs of our department in line with the committee’s 
interest in how-to-do-it questions, how to get smal] businesses to enter 
the export market, the help which governmental agencies furnish in 
the promotion of exports, and the sources of information and assist- 
ance available to the neweomer to foreign trade. 

We hope that this statement will give you a clear picture of the 
ways in which our department has been aiding small business enter- 
prises in entering into and expanding their activities in the field of 
international trade. 

I will be glad to answer any questions. 

Senator Ranpoupu. Mr. Higgins, I presume it would be more appro- 
priate for Senator Javits to ask you certain questions which you heard 
him propound to Mr. Bontempo. 

Were you in the room at that time? We will call you back, because 
Senator Javits said he desired to ask specific question, either of you 
or someone from the Department of Commerce for the State of New 
York, so at this time we would ask that you be excused and be 
recalled for that question.227. Thank you very much, Mr. Higgins. 

Mr. Rosendahl, we are very glad to have you present. 

Will you give your name and business and proceed as you desire. 


STATEMENT OF EDWARD ROSENDAHL, EXECUTIVE VICE PRESI- 
DENT, BENNETT-ROSENDAHL CO., INC., NEW YORK, N.Y., AND 
CHAIRMAN, FOREIGN TRADE COMMITTEE, BROOKLYN CHAMBER 
OF COMMERCE 


Mr. Rosenpauyt. My name is Edward Rosendahl. I am executive 
vice president of Bennett-Rosendahl Co., Inc., a firm of business 
advisers to the chemical industry, located at 10 Columbus Circle, New 
York. 

The company whose history I should like to place before the U.S, 
Senate Select Committee on Small Business is the Glyco Products Co., 
Inc., with which I was connected as executive vice president until 
Mr. Harry Bennett, the president, and I sold our interests in 1958. 

Glyco Products C o., Inc., was established in 1928 by Mr. Bennett 
with a capital well under $10,000 for the purpose of manufacturing 
and selling specialty chemicals such as emulsifying agents, synthetic 
waxes and resins, plasticizers, and so forth, most of which had never 
been produced commercially before. These products were used by 
manufacturers in many industries for incorporation into their own 
products. Some of the industries thus covered were textiles, plastics, 
paints, varnishes and lacquers, cosmetics, polishes, and the food 
industry. 

I joined the company as technical sales adviser in 1930 when the 
ne sales were less than $100,000. In 1958, when Mr. Bennett and 

I sold our interests in the company to Charles a Huisking & Co., Inc., 
sales were approximately $4 million per annum. This was accom- 
plished without the aid of outside « ‘apital beyond the usual bank loans. 

During this period of time as the business expanded, we were 


=2Mr. Higgins’ testimony resumed, p. 65. 
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obliged to move to larger premises within the confines of the city of 
New York until in 1947 we rented a Government facility in New 
Martinsville, W. Va., covering an area of over 80 acres with building 
space of almost 200,000 square feet. This was continued until 1953 
when the Government decided to take over the plant for manufac- 
turing chemicals for stockpiling purposes, when we moved to Wil- 
liamsport, Pa., where the plant is still located. 

When we sold our interests, we employed approximately 150 people 
in the plant in Williamsport and our office at the Empire State 
Building, New York, in addition to 10 salesmen covering the major 
areas of the United States as well as sales representatives throughout 
South America, Western Europe, South Africa, India, Australia, and 
Japan. 

Prior to the war, Glyco’s foreign sales percentagewise were ap- 
proximately equivalent to the percentage sales of all U.S. products 


abroad—namely, 10 percent. As, however, total annual sales were 
less than half a million dollars, this figure in itself was not very 
impressive. 


During the war, while our sales in the United States increased, our 
sales to foreign countries dropped precipitously for many reasons— 
difficulties in obtaining shipping space, difficulties from the point of 
view of the foreign chemical companies, most of which were engaged 
in manufacturing chemicals for military purposes, and so forth. 

Subsequent to the end of the war, very few foreign companies were 
able to purchase American chemicals except for the most urgent needs 
of rehabilitation, medicinal supplies, and other national requirements, 
because of the dollar shortage. 

Chemical companies in Great Britain, for example, were not per- 
mitted to purchase chemicals from the United States for purposes 
other than the above, unless such chemicals were to be used for the 
manufacture of products to be exported, and only then if the Ameri- 
can chemical was present in amounts of less than 25 percent of the 
product to be exported. These restrictions were gradually relaxed, 
at least in the major buying areas, as the dollar exchange became 
easier. However, by 1958, Glyco’s foreign sales were only approxi- 
mately 2 percent of its total sales. Domestic sales had increased far 
greater percentagewise than foreign sales. 

When Glyco Products Co., Inc., was first started, only one sales- 
man was employed. However, a number of sales agents or repre- 
sentatives were appointed throughout the United States. These were 
continued until it was felt that a particular area required more 
thorough coverage than could be given by a sales representative who 
a a number of other companies in the chemical field besides 

lyco. 

Thus, salesmen were trained in New York and sent out to the areas 
where we felt they would be most useful. In the case of foreign 
sales, these, in the main, were accomplished through foreign repre- 
sentatives who also acted as sales representatives for other companies 
in the United States and elsewhere. 

They were obtained by several methods. Glyco advertised in 
American technical magazines. As new products were developed or 
new uses for older products were found, they became the subject of 
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news items in the technical magazines. In addition, both Mr. Bennett, 
the president, and I wrote articles for such magazines. 

In these various ways the name of the company and its products 
were brought to the attention of foreign companies seeking to repre- 
sent American chemical firms in their respective countries. They 
therefore communicated with Glyco and a number of such foreign 
sales representatives are still representing Glyco. Furthermore, Glyco 
would write directly to foreign chemical firms whose advertisements 
were seen in the technical magazines of their own countries. 

Glyco’s British representative was obtained this way in 1933 and 
was still representing the company in 1958 when Mr. Bennett and I 
severed our connections. While I am specifically unable to recom- 
mend such apparently haphazard methods of obtaining representa- 
tives today, at the time they were the only practical methods open 
to us. 

Today, of course, through the U.S. Department of Commerce and 
the commercial attachés throughout the world as well as the help 
given by the Department of Commerce of New York State, many more 
active sources are available to the small business firms. 

With the exception of the war years, I traveled to Europe every 2 
years, spending a few days with each representative as well as calling 
on some of the more important customers and prospective customers. 
I also made an extended trip to South America going as far as 
Buenos Aires and Santiago a Chile. 

My associate, Mr. Bennett, made extensive trips to Central and the 
northern part of South America for the same purpose. 

One of our chief aims was to discover and investigate complaints of 
agents and customers. Their nontechnical complaints generally, of 
course, centered around price. However, their chief complaint was 
in terms of payment. Accustomed as we were in the United States to 
short terms (our sales were made on a net 10-day basis which was later 
changed to 1 percent net 30), it took us quite a time before we agreed 
to longer terms and, even then, we were faced with the still longer 
terms granted by many European companies. 

Before the war, this was not too important a factor because our 
products were more or less unique. However, after the war with the 
rehabilitation of the chemical industries in West Germany, Great 
Britain, France, Belgium, Italy, and, of course, Japan, this question 
of long-term credit has become very important. In addition, it must 
be remembered that many ae countries offer their own nationals 
many inducements to export. Perhaps the greatest of these is the tax 
advantages offered by certain countries on profits made on exported 
products. 

With the advent of the European Common Market whereby customs 
duties among the E.C.M. countries will gradually be eliminated, many 
American companies are building plants abroad to avoid the duties 
a American goods would have to pay if shipped from the United 

tates. 

The small businessman hesitates to take such a step both for politi- 
cal and economic reasons. 

A report recently issued by Robert S. First, Inc., a New York 
chemical consulting firm and published in synopsis form in the Chemi- 
cal & Engineering News, October 31, 1960, gives the results of a survey 
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among American chemical companies with reference to foreign busi- 
ness. In this report, Mr. First classifies small business operations in the 
chemical field as under $20 million annual sales. He finds that over 
90 percent of the small chemical firms have neither sales offices nor 
plants in Europe, whereas in the case of companies doing $100 mil- 
hon or more, only 17 percent fall into that category. Only 6 percent 
have joint ventures in Europe with European companies in the small 
business class whereas in the big business category 33 percent are so 
engaged. 

While I do not have figures for other industries, it seems fairly 
obvious by analogy that small business in the United States lags 
badly behind big Business when it comes to exports. 

A fairly easy way for small business to get into the export field is 
to utilize the services of what is known as a firm of combination export 
managers. ‘These companies who have outlets in many foreign coun- 
tries represent a number of American firms and take over all the 
problems in connection with exports. While in the main they con- 
centrate on consumer goods, there are also companies which specialize 
in raw materials and nonconsumer goods. 

For those people who are desirous of using sales agents abroad but 
who are unfamiliar with the various formalities in shipping goods out 
of this country, the various forwarding agents will take over the rou- 
tine connected with shipping from the United States to whatever for- 
eign country is involved. ‘These forwarding agents who operate on 
a very reasonable minimum fee basis can give small business all the 
information that is necessary in the preparation of documents, and so 
forth. 

There are still many opportunities for the American businessman, 
large or small, to establish an export business. In the case of the 
chemical industry, many American chemicals, because of their high 
and uniform quality, because of their uniqueness (we are m: :nufactur- 
ing many chemicals in the United States which are not currently being 
produced abroad) find ready markets in Europe and South America. 

As consumer demands increase, I feel sure that Asia and Africa 
will also prove to be fruitful fields. It is essential, however, that the 
smal] businessman who is not already cognizant of the fact be made 
aware of the opportunities that exist abroad. 

Many chambers of commerce and trade organizations throughout 
the land have foreign trade departments whic h are alw ays w illing to 
help exporters or potential exporters, 

I have the honor of being the chairman of the Foreign Trade Com- 
mittee of the Brooklyn C ‘hamber of Commerce, and we are constantly 
bringing to the attention of our members opportunities that exist in 
foreign markets. 

The Foreign Trade Bureau of the chamber helps Brooklyn traders 
on all matters pertaining to foreign trade, customs procedures, foreign 
import regulations, export pac ‘king and markings, export documenta- 
tion, certification of documents, and so forth. 

I have also the honor of being a member of the New York Regional 
Export Expansion Committee which operates under the auspices of 
the U.S. Department of Commerce for the implementation of the 
President’s export expansion program. 
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There are over 30 such regional committees throughout the United 
States and their purpose is to induce businessmen to consider going 
into the export business, if they have not already done so, or to expand 
their export business, if they are already in the sphere of activity. 

The New York committee has already done considerable work in 
this connection, and we are confident that our efforts will bear fruit. 

It is obvious, therefore, that if small business desires to enter the 
export field, many avenues for information are open from the facil- 
ities of the U.S. Department of Commerce right through to the local 
chambers of commerce and other trade organizations. 

While I have nothing to offer with respect to any amendments or 
additions to Federal Jaw to permit American small business to par- 
ticipate to the fullest extent in export trade, I would like to say a few 
words about the Export-Import Bank (Eximbank). 

In my opinion, the value of the services rendered by Eximbank are 
not sufficiently known or appreciated by American smal] business. 
Many people still feel that Eximbank is solely or chiefly for big credit 
accounts whereas a glance over the Eximbank’s report for September 
1960 shows a number of loans under $15,000—some even being below 
$10,000. 

More publicity is needed to acquaint small business of the help that 
the Government is providing in general and the Eximbank in par- 
ticular for those in the export business. 

May I, in conclusion, express to the committee my appreciation for 
having been given the opportunity to set forth the views of one small 
businessman on the subject of exports. 

Senator JAvirs. Senator Randolph ? 

Senator Ranpvotru. I note that you have the honor of being chair- 
man of the Foreign Trade Committee of the Chamber of Commerce of 
Brooklyn. 

Mr. RosenpDaut. That is correct. 

Senator RanpoipH. How active is that committee ? 

Mr. Rosenpanu. That committee is very active, Senator. 

As a matter of fact, I am going right from here to a meeting of the 
Foreign Trade Committee. We get out a monthly bulletin of develop- 
ments in foreign trade which is a digest of many digests from the De- 
partment of Commerce, New York State, and so on and so forth. 

In addition to that, we got up a directory of foreign traders in 
Brooklyn where these foreign traders are listed both for export pur- 
,0Ses and import purposes, and then in addition, of course, the Foreign 
lrade Bureau, as distinct from the Foreign Trade Committee—the 
Foreign Trade Bureau is a permanent department of the Brooklyn 
chamber, and is there to answer all questions and give all the help that 
they can in connection with foreign trade. 

Senator Ranpotpu. I note the presence here—and I hope it is ap- 
propriate to say—of Mr. Joseph A. Mack. You do not have any feel- 
ing against my mentioning you, Mr. Mack ¢ 

Mr. Mack is Deputy Director, Office of Field Services, U.S. Depart- 
ment of Commerce, Washington, D.C., and we have worked together 
on the International Trade Committee of the Washington D.C. Board 
of Trade. 

I know that he has an interest in what you are doing, or any other 
person like you is doing, in this field of not only leaning perhaps too 
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heavily on Government itself, but showing this creativeness and this 
resourcefulness which I am sure you and your associates have in carry- 
ing this forward. 

r. Rosenpauu. As a matter of fact, Senator, as a member of the 
New York Regional Export Expansion Committee, I have had occasion 
to talk to the chambers, to the secretaries of the chambers of commerce 
of the different boroughs other than Brooklyn and Manhattan—that 
is to say, the Bronx, Queens, and Staten Island—and I was very sur- 
prised that they did not have foreign trade committees, but we are 
endeavoring to persuade them to form them. 

Senator Javits. Mr. Rosendahl, just two questions. 

First, let me thank you for appearing before us and taking the inter- 
est as a citizen and a businessman to do so. 

Mr. RosenpaH. It is a pleasure, sir. 

Senator Javits. I note what you say about terms of credit, on page 
3 of your statement. The question of long-term credit, you say, has 
become very important. What is your understanding of the average 
terms required to sell in foreign markets in your line of business? 

Mr. Rosenpanu. Definitely a minimum of 120 days, and this is going 
up, I might say, almost every week. 

In that connection, Senator, may I just say something which I was 
unable to read, and that is the lack of knowledge of small business 
about the facilities of the Export-Import Bank, and that is something 
which I am going to take up with various committees in that respect. 

Senator Javits. So long-term credit, 120 days minimum—is that 
net, 120 days net? 

Mr. Rosenpaut. It depends. Generally it is, but for competitive 
purposes we have to give 1 percent. 

Senator Javits. And that is becoming an important factor in the 
competition, is that correct? 

Mr. RosenpDauu. Yes, sir. 

Senator Javits. Do you think the Export-Import Bank has enough 
range of services to fill that need ? 

Mr. Rosenpant. I certainly do. 

Senator Javits. You do? 

Mr. RosenDAHL. Yes, sir. 

Senator Javits. They can do it now? 

Mr. Rosenpanu. I think so, if people take advantage of the services 
that are offered. 

Senator Javits. You say there are certain tax advantages in certain 
countries on exported products. Would you recommend such tax ad- 
vantages; and, if so, what would they be? 

Mr. Rosenpaunt. I think it would be very helpful, but I think it 
might also be very dangerous. 

Senator Javits. What should they be? What kind of tax advantages 
are you referring to? 

Mr. Rosenpaunu. Well, corporate taxes which could be split into— 
I am not making this as a recommendation, you understand, Senator 
I am just saying that as far as, well, Western Germany is concerned, 
they did give tax advantages in that these companies did not have 
to pay certain taxes, or certain taxes were reduced. 

Senator Javrrs. You are not sure that that would be good for us? 
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Mr. Rosenpant. I think it would be very good. I only think it 
might be very difficult to enforce and check and police and all the 
rest of it. 

Senator Javrrs. You think it would be good for the export business ? 

Mr. Rosenpant. I think it would be very good for the export trade. 

I think it would also induce a lot of people who currently are not 
in export to reconsider their decision. 

Senator Javits. Thank you very much. 

Mr. Rosenpaut. Thank you, sir. ; 

(Following is a memorandum subsequently submitted by Mr. 


Rosendahl :) 
EXHIBIT 8 


MEMORANDUM RE: BROOKLYN CHAMBER OF COMMERCE POSITION ON FOREIGN TRADE 
SUBSEQUENTLY SUBMITTED BY E. ROSENDAHL, CHAIRMAN, FOREIGN TRADE CoM- 
MITTEE, BROOKLYN CHAMBER OF COMMERCE, BROOKLYN, N.Y., DECEMBER 20, 1960 


Over 56 percent of the export and import business of the port of New York, 
the world’s largest high class cargo port, are handled by the piers of Brooklyn. 
Many of Brooklyn’s merchants and manufacturers import from or export to 
all the countries of the globe. It is, therefore, only natural that Brooklyn 
should be intensely interested in foreign trade which forms the basis for so 
much of its economic wealth. 

The Brooklyn Chamber of Commerce through its Foreign Trade Committee 
and its Foreign Trade Bureau has long taken an active position in this field 
of international trading. It has issued two directories of world traders in 
Brooklyn; it offers foreign trade advice and information and publishes and dis- 
tributes free a monthly bulletin on developments in the field as well as a list 
of business opportunities for the exporter. It has been active with regard to 
legislation affecting foreign trade, before the Congress. 

The position of the Brooklyn Chamber of Commerce has been very briefly 
that imports and exports are dependent on each other. While perhaps Brooklyn 
traders are greater exporters than importers, it is recognized that the American 
exporter must look for payment for his goods in dollars which the foreign im- 
porter can only acquire in three ways: (A) By gift or loan from the U.S. Gov- 
ernment, (B) By the purchase of American dollars with gold, and (C) By 
selling goods to U.S. importers and using the dollar credits thus built up for 
purchase of American merchandise. 

A. Gift or loan from the U.S. Government.—Immediately after the war with 
most of Europe and Asia devastated, both these methods for the rehabilitation 
of these ruined areas were adopted. It was realized that while the United 
States could insist on dollars supplied as gifts being spent in this country, the 
whole idea of gifts was only a temporary expedient, solved nothing permanently, 
and was anathema both to the donor and the recipients. In the case of loans, 
no matter how small the interest rate, the foreign borrower as a matter of 
natural pride if nothing else insisted on using the dollars thus borrowed, in 
the open market very often to the detriment of the American manufacturers. 
Both these expedients increase the dollar flow to a point where a call on our 
gold will result. 

B. By the purchase of U.S. dollars with gold.—This is resorted to by foreign 
purchasers only in dire emergency. 

C. By selling goods to the United States and using the credits thus built up 
for purchasing American goods.—This method is, of course, the traditional 
economic method of doing international business and is the only one in the 
long run which will foster friendly trade relations and international respect 
and understanding. A sincere belief in this method has been the basis of our 
position. Obviously, in order for it to be applied successfully, barriers to the 
free flow of international commerce must be eliminated or reduced to a minimum. 
It has been the position of the Brooklyn Chamber of Commerce that the only 
means logically to accomplish this was by negotiation and reciprocal adjust- 
ment. It is for that reason that the chamber supported the Trade Agreements 
Act of 1934. Essentially the chamber’s position today is exactly the same and 
for the same reasons. 
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At this hearing on the Cooper bill (H.R. 1), the Trade Agreements Extension 
Act of 1955, the Brooklyn Chamber told the committee : 

“This chamber favors the extension of the President’s authority to negotiate 
tariff adjustments to the fullest extent possible without injury to the country’s 
economical and industrial structures. It further feels that safeguards can be 
included in the bill which would easily afford adequate protection to these 
structures without affecting the reciprocal tariff adjustment capacity of the bill 
which is the basic purpose of the measure.” 

This was our position at that time and it is our position today. This 
chamber does not believe in an inflexible and insurmountable tariff wall erected 
to protect American industry regardles of inefficiency of process or quality of 
product. It has repeatedly taken the position that tariff rates should be fixed 
on a basis where the net result would be to equalize the price of the foreign and 
domestic product and leave the selection of the commodity to public choice. We 
recognize that this would require a careful study of each item involved but also 
must recognize that our foreign trade is becoming more and more important 
to our economic life and that this study is therefore a necessary prerequisite to 
the fostering of such trade. 

The American consumer is entitled to the world’s finest products whether 
domestic or foreign and he should have the opportunity of exercising his judg- 
ment in this respect. However, we feel that the industry of this country should 
be given the right of competition on a price parity in the domestic market. We 
do not believe that superior foreign merchandies be excluded or inordinately 
taxed to protect inferior American merchandise but we emphatically are against 
the flooding of the American market with cheap inferior foreign merchandise to 
the detriment of American manufacturers. Quality ond originality should not 
be controlled, but like all other factors involved in foreign trade should be on a 
reciprocal basis. 

It is the view of the Brooklyn Chamber that reciprocity is the basic foundation 
on which to build a sound foreign trade and which will give the American trader 
an opportunity for his skill and ingenuity in the world markets. 

The problems confronting the exporter are in certain ways similar to those 
faced by the importer, He, too, is hampered by unnatural barriers to the free 
flow of commerce, in his case, of course, with regard to other countries. In 
addition, however, he has many problems which are uniquely his own. Chief 
among these are: (1) The foreign acceptability of the product he is marketing 
domestically, (2) the commercial credit standing of his foreign customer, (3) 
price vis-a-vis local competition and products from other countries, (4) credit 
terms acceptable to the foreign buyer, and (5) protection of his trademark and 
patent rights in the various markets he must enter. 

The foreign acceptability of an American product may be entirely different 
from its acceptability in the domestic market. It may include a number of fea- 
tures essential or desirable in the United States, but of no use whatsoever 
abroad and the inclusion of such features may increase the price abroad to a 
point which would make the sale of the product prohibitive. Of course many of 
these points could be cleared up very easily by the U.S. Department of Com- 
merce or the exporters’ local chamber of commerce but he may not realize the 
necessity for such information until he has actually encountered the problem. 
The chamber is convinced that a sort of check sheet of the problem that must 
be faced by a new exporter should be issued in a simple form by the Bureau of 
Foreign Commerce prepared to bring his attention to these different matters. 

Many an inexperienced exporter has had difficulty in checking the credit 
standing of foreign customers. He is apt to accept the references submitted 
very often to his own detriment. There are many reliable sources including the 
new services of the Bureau of Foreign Commerce. These sources could be in- 
cluded in the check list. 

In a number of cases, the would-be exporter who claims he is unable to meet 
the price competition of foreign manufacturers would be able to do so if he were 
able to produce a product acceptable in the foreign market even though it would 
not be acceptable in the United States. A thorough investigation would reveal 
the type and quality of the product demanded abroad. 

Credit terms are also a major source of difficulty. Foreign firms are accus- 
tomed to receiving far longer terms than is the practice in the United States. 
If the exporter is unwilling or unable to meet such terms, he is apt to lose 
business to the foreign suppliers who will grant them. There are methods 
of obtaining loans from the Export-Import Bank in Washington generally 
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through one of the exporter’s local banks. This information could be included 
in the checklist. 

Finally, many American firms have encountered difficulty because the country 
selected as a market did not protect our patents and trademarks. Of course, 
proper investigation could have disclosed this danger but inexperienced exporters 
do not always realize this hazurd until their position is challenged. The Brook- 
lyn Chamber of Commerce which has an extensive file of this type of information 
has recently called this pitfall to the attention of the trade. A particular point 
could be made of this matter in the checklist. 

In summary, the chamber’s position is that artificial barriers, high tariff 
duties, quotas, ete., on imports would create difficulties redounding to the dis- 
advantage of the American exporter which in turn would be both economically 
and politically of considerable disservice to the country as a whole. 

Senator Javirs. Mr. Higgins, would you return to the stand for a 
minute ? 

I would like to announce to those who are present that there will 
be no lunch break. If you would like to have lunch, I suggest. you 
arrange for it while we are in session, and we will do our utmost to 
limit witnesses to 10 minutes. The desire is to give everybody an 
opportunity to be heard who has taken the trouble to appear, and 
in view of the time limitations upon my colleagues and myself, we 
will not break for lunch. That may seem very unusual for a Senate 
hearing, but I think businessmen will agree that it is more important 
to hear you than for us to have lunch. 

Mr. Higgins, I have just one question, and that is the same I asked 
of the New Jersey State’s representative. On balance, do we wish 
in New York, or should we in New York on balance for the economy 
of New York accept the imports which are required by ar increased 
export drive ? 


STATEMENT OF THOMAS J. HIGGINS—Resumed 


Mr. Hicerns. Sir, I do not think that is the same question you 
asked the previous gentleman. I had it already answered the other 
way. 

Senator Javirs. Your memory may be better than mine. 

Mr. Hieerns. I think your question was: 

Should we restrict imports in our export expansion program ? 

Is that acceptable ? 

Senator Javirs. That is all right. 

Mr. Hiaetns. No, we should not restrict imports because a restric- 
tion of imports will hurt or hinder our exports. 

Senator Javirs. Now, may I ask you to submit for the committee’s 
attention a memorandum supported by figures showing that for the 
economy of the State of New York, that is the right policy decision ? 

Mr. Hicerns. That will have to be a matter of discussion with 
Commissioner McHugh and his personnel. 

Senator Javits. I will put it in writing. 

Mr. Hicerns. Will you? 

Senator Javits. Yes. 

Senator Ranpoitrn. One question. 

Senator Javirs. Senator Randolph ? 


23 Material was received by Senator Javits which will be analyzed by the committee for 
reference. 
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Senator Ranpotpu. If an industry in the State of West Virginia 
is faced with a competitive picture where apparently all of the in- 
genuity of the American plant management, the aptitudes and the 
attitudes of the workers being of the best, all this is merged into an 
effort, and then the plant closes because of what the management be- 
lieves in the State of West Virginia in a particular instance, is an 
unfair competition which may be many facets, what are we to do? 

Mr. Hicarns. I do not know what we should do, and I do not think 
anybody has the answer. I think one of the best answers that I have 
seen is a paper that Senator Javits put in the Congressional Record 
several months ago. That is the best writeup that I have seen on the 
solution of this problem. os 

Senator Javits. That advocates a double-barreled approach, one of 
adjustment assistance to communities and individuals, and individual 
firms which are hurt, on the ground that the national interest requires 
that they should be compensated for the damage that has been done 
to them. 

The second approach is to give greater flexibility to the administra- 
tion of the escape clause provision. Now, there may be many other 
things that we can do, but those were the essentials of my presentation. 

Thank you, Mr. Higgins, thank you very much. 

Mr. Hicerns. All right, sir. 

Senator Javits. And we will put in writing our request to Commis- 
sioner McHugh. 

Our next witness will be Mr. Philip H. Snyder, president of Cohasco, 
Inc., and owner of the Cohasset Co. Mr. Snyder. 


STATEMENT OF PHILIP H. SNYDER, TRADE CONSULTANT, PRESI- 
DENT, COHASCO, INC., AND OWNER OF THE COHASSET CO., NEW 
YORK, N.Y. 


Mr. Snyper. My name is oe H. Snyder, and I maintain offices at 
321 Broadway, New York City. I am president of C ohasco, Inc., and 
owner of the Cohasset Co. Since 1947, I have been active in the export 
field. Currently, I represent some "American manufacturers with 
whom I cooperate in the development of programs to increase their 
sales abroad. 

Primarily, my efforts have been concentrated in textiles, wearing ap- 
parel, and consumer products in general. In recent years, my pri- 
mary interest has been to develop foreign markets for American brand 
names, and to foster increased acceptance of American styling and 
American qualities. 

My wie age in the export field had its origins in concepts formed 
while a G.I. serving overseas during World War II. After leavin 
service at the end of 1945, I began a study of export procedures anc 
techniques. I started my career in export on a limited basis while 
taking special college training here and abroad. For a number. of 
years, my business operation was a one-man affair conducted with the 


% Speech by Senator Javits in. the Senate of the United States, Saturday, a 2, 1960 
(86th Cong., 2d sess.) entitled “Foreign Trade’’—Congressional Record, p. 14511 

On Aug. 31, 1960 (86th Cong., 2d sess.), Senator Javits introduced S. 3918, ‘the National 
Trade Policy "Act of 1960, and made a speech in the Senate on the subject, Congressional 
Record, p. 17193. 
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assistance of a secretary. My current employees number five. This 
does not include my foreign associates, sales agents, or representatives. 

During the late 1940’s, in addition to exporting for my own account, 
I also did a certain amount of buying of textile products on behalf 
of Asian importers. This phase of my business activity came to a 
virtual halt with the imposition in various countries, of restrictions 
against textile products from the dollar area. Further, rising com- 
petition from other countries made it increasingly difficult to quote 
favorable prices. 

By 1950, I recognized that, in addition to foreign barriers existing 
against our type products, the disproportionate higher labor and 
handling costs existing between our country and other countries would 
make it increasingly difficult to try to succeed in the export field on 
the basis of price ‘alone. I concluded that at least as far as consumer 
products were concerned, it would be better to reshape my export sales 
activities with heavy emphasis on the inherent value to be found in 
American brand names » quality, and style. 

During much of the 19: 50’s, there were only a limited number of 
foreign areas that had decent amounts of dollars disposable for the 
importation of our products. The Central American and Caribbean 
republics were, compared to many other areas of the world at that 
time, comparatively free of severe import restrictions and obstacles. 
Therefore, I concentrated much of my interest in developing export 
business in this middle American region of our hemisphere. Par- 
ticularly within the past 2 or 3 years, there have been notable shifts 
in world export sales possibilities. Much of Western Europe, as well 
as Africa, has reduced or completely eliminated barriers to our 
American consumer products. At the same time, the economic and 
political situations developing among the Central American and 
Caribbean republics are such that it has now become an increasingly 
difficult and frustrating job to even maintain a sales volume that is 
barely viable. 

Exactly what are the current problems and potential of U.S. ex- 
ort sales of consumer products to the Central American-Carib- 
ean area isa problem that merits additional study and discussion. 

In considering such shifts of foreign marketing possibilities and 
potentialities, a dilemma presents itself: whether it 1s better to keep 
investing in an increasingly intensified promotion effort in order to 
maintain a position in a difficult market, or to abandon such a market 
altogether ? 

All this raises the interesting and important question of how much 
does it really cost a U.S. exporter to introduce, maintain, and develop 
the sale of a product in any given market of the world, and how much 
does he said to lose if and when such a market becomes difficult ? 

I have, through the years, offered to U.S. manufacturers a variety of 
export facilities and services. These have included evaluating poten- 
tial foreign markets for a given U.S. product; the training and selec- 
tion of export salesmen and agents; the development of foreign adver- 
tising and publicity programs for a product. Also, I have arranged 
the payments, packing, preparation and general expediting of export 
shipments. 

My precise relationship with each manufacturer, however, has 
depended on how well advanced he was in export activity and interest. 
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Most of the smaller manufacturers whom I have known have had no 
real export departments, and, in fact, little enthusiasm for giving any 
effort or thought to development of an export program. Conse- 
quently, if the product had some export potential, the only way I 
could see that it was offered to foreign markets was to purchase it for 
my own account, add a markup, and offer it accordingly to oversea 
accounts. 

While a number of enlightened U.S. manufacturers have, in the 
past, developed export departments, either of the built-in variety, o1 
through an independent export management company, there is still an 
uncomfortably large group of U.S. manufacturers who have pre- 
ferred not to have any export setup at all. It has been my observa- 
tion that U.S. manufacturers, as a group, have far less interest in 
developing export sales than have comparable groups in any other 
modern country of the world. 

I know a number of manufacturers of wearing apparel, who not 
only will not consider having an export program, but even refuse to 
sell requested samples to exporters who are interested in offering such: 
lines to foreign buyers. One important manufacturer recently told 
me that until he had made a recent worldwide tour, which opened his 
eyes to the possibilities and importance of exporting, he had regarded 
export sales as just an annoying “fifth wheel” in his operations. 

A substantial number of U.S. manufacturers, and particularly the 
smaller ones whom I have met, have shown decidedly negative atti- 
tudes toward the development of viable export programs. While 
some of them are willing to spend thousands of dollars on domestic 
expansion programs, they balk at the idea of investing anything at all 
for an export program. I have seen instances of some small manu- 
facturers who have ignored, or even refused to fill, export orders that 
were handed to them. This is not completely surprising, when one 
considers that the domestic market has for years had a dynamic qual- 
ity about it, and for many manufacturers there did not seem to be 
any compelling need to seek additional markets beyond our 50 United 
States. 

Further, as contrasted to what has happened in Western Europe 
and other world areas, there never has really been developed a true 
export orientation or tradition at the core of the American business 
community. It is not entirely a coincidence that a big percentage of 
our smaller exporters in major commercial centers such as New York 
are foreign born or foreign trained. Therefore, I suggest that. still 
other factors besides apathy and a seeming abundance of domestic 
business serve to keep so many of our U.S. manufacturers from taking 
a more serious attitude toward export programs. 

Nonexporting manufacturers may be told over and over again by 
returning U.S. Government trade missions that there is a creat de- 

mand in foreign countries for the “made in U.S.A.” label, “but. this 
pleasant intelligence will not, of itself, lead to a burst of export 
activity from our businessmen. It will take more than just an oc- 
casional recitation of facts and figures to really begin to impress upon 
our people the desirability and even necessity of moving more of our 
products into the marketplaces of the world. 

As already suggested, foreign competition and the foreign trading 
efficiency of other nations have been only part of the problem in de- 
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veloping U.S. exportations. It has been a two-front battle to win the 
fight for greater exports: on one hand, to convince the U.S. manu- 
facturer to sell; and the foreign importer, to buy. 

Much has been said about the barriers, discriminations and restric- 
tions raised by foreign countries against our American products. 
Also, it has been pointed out by more than one source that our high 
handling and labor costs, whic h are so disproportionate to those pre- 

vailing in other countries, have been instrumental in destroying the 
competitiveness of our export position. These are factors that re- 
quire serious consideration. 

However, as an American who has for years been intimately con- 
cerned with problems in export marketing, 1 can say that there are 
other major deterrents to a greater U.S. export effort. I can cite the 
clinging to outdated attitudes and inadequate methods. Exactly 
what has held back our American export efforts has never really been 
comprehensively studied. Yet, how our exports fare in the future 
shall be critical to the continued health of our economy. 

As matters now stand, less than 5 percent of our gross national 
product. is exported. We are a minor exporter to the new African 
markets. Compared to what is done by other major nations in our 
Western World, our export effort is sadly wanting. What we have 
exported to date has been in spite of our casual efforts, rather than 
achieved because of them. 

Another growing problem that I encounter is that of increasing 
costs to develop foreign markets for our American products. Even 
some of the largest and best financed firms in the United States balk 
at an all-out export sales drive, because of the costs and expenses 
involved. 

There are many potentially good foreign markets opening up for 
our products, but they are not ‘properly dev eloped by our American 
businessmen because of their uncertainty as to whether the costs of 
such development will be recovered within a reasonable time, if at all. 

In these times, it would not be premature to state that an export 
sale is more important to the health of our economy than would be a 
domestic sale. I am convinced that our export potential has hardly 
been realized. During this current year, and due to the dedicated 
efforts of our Department of Commerce, and our export expansion 
committees, there has been created a greater interest in the importance 
of exports. However, it is only a beginning that must be now carried 
forth into a still mightier effort. 

For a vital economy, for more jobs, we must maintain continuing 
and dynamic export programs. Increasing export activity means in- 
creasing our contact with other lands, and this will lead to better 
understanding among men. In our time, such goals are not only 
desirable but ‘absolutely necessary. 

[ respectfully submit in brief outline some specific suggestions, 
which, in my belief, if acted upon, will serve to give us a dynamic 
export program for the future. 

Do I have time to read them ? 

Senator anes Go ahead. Yes. 

Mr. Snyper. 1. Encourage creation of new type export companies, 
preferably of a pee ative type, that would pool the products of a 
group of allied manufacturers into common export marketing efforts. 
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2. Encourage enlargement of existing export companies and export 
departments to take on more products and to extend sales operations 
over greater areas. 

3. Encourage trade and manufacturers’ associations to develop and 
to offer sales facilities for their membership, who would not otherwise 
attempt an export operation. 

4. Make available for American manufacturers sample facilities 
overseas to display their samples in special showrooms and 
exhibitions. 

5. Adapt variations of foreign government techniques to subsidize 
export promotion costs, particularly to guarantee against loss by 
manufacturer or exporter in trying to develop a new or difficult 
marketing area. 

6. Government export insurance against commercial risks and pro- 
tracted default. 

7. Government to hire group of export consultants to do fieldwork 
in actually setting up export operations for manufacturers who have 
no prior experience with export procedure, or who wish to expand 
existing export activity. 

8. Increased U.S. Government efforts to reduce foreign barriers 
and discrimination against U.S. products. 

9. Government export subsidy for those U.S. industries whose prod- 
ucts cannot compete in world markets, as the direct result of dispro- 
portionately higher American labor costs. 

10. Creation of a national educational program to introduce, in- 
terest, and train young Americans for careers in the exports field. 

Senator Javits. Senator Randolph? 

Senator Ranpoten. Mr. Snyder, I was wondering if you would feel 
that you could say that these factors you have indicated here, the 
changed position in Europe, the more tense situation in the Latin 
American and Caribbean countries—has this tension that has taken 
place in the world in comparatively recent years contributed to a 
reluctance on the part of American manufacturers to move into these 
fields, or is this a factor that is important in this drop of 3 percent 
from 21 to 18, which was mentioned by Secretary Fisk ? 

Mr. Snyper. Well, I would say it is definitely a factor, and it is fed 
upon what Assistant Secretary Fisk stated : 

That American manufacturers—I think he used the word “scared.” 

Senator Ranpotpu. Yes. 

Mr. Snyper. And this feeds their hesitancy and their fright about 
exports. They know nothing about it and many of them just do not 
want to know anything about it. Then, when a situation develops like 
we have had in the recent 2 years in the Caribbean, where we have 
what happened in Cuba and the Dominican Republic, Guatemala, Nic- 
aragua, Costa Rica, these manufacturers say: 

“T don’t want to even bother putting a set of samples together, even 
if you want to pay for the samples. We don’t want any part of it.” 

Reactens Javits. Thank you, Senator. 

I notice you ask for Government export insurance against commer- 
cial risks. 

Do you believe that the Export-Import Bank’s services are adequate 
for that purpose now ? 
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Mr. Snyper. I personally believe that the Government Export-Im- 

ort Bank program to cover political risks is not entirely adequate. 
i think it should be supplemented by some form of insurance against 
commercial risks and protracted default. 

Senator Javirs. I notice you also recommend the Government ex- 
port subsidy. Of course, that invites retaliation. That is a pretty 
dangerous business, don’t you think ? 

Mr. Snyper. Yes, that is a recommendation that frankly would re- 
quire further study and consideration. Frankly, that is a recommen- 
dation that would have to be considered in light of its value in, may I 
say, our current economic cold war with the Iron Curtain countries. 

Senator Javits. I congratulate you upon your 10th recommendation 
for a national education program to train young people. I have been 
at that for a dozen years, and I find some hope in the President-elect’s 
suggestion for a peace corps. It may be that we may be at the begin- 
ning of what is perhaps the most important thing in this field. 

Thank you very much, Mr. Snyder. We deeply appreciate your 
appearing and you are being very helpful in this way. 

Our next witness is Roger H. Gilman, director of port development, 
the Port of New York Authority. 

Mr. Gilman. 

(No response. ) 

Senator Javirs. The next witness is Mr. Jerry G. Bechhofer, sec- 
retary-treasurer of Bechhofer Bros., Inc. 

Will you proceed, Mr. Bechhofer ? 


STATEMENT OF JERRY G. BECHHOFER, SECRETARY-TREASURER 
OF BECHHOFER BROS., INC., NEW YORK, N.Y. 


Mr. Becuuorer. I would like to say, first, Mr. Senator, that after 
preparation of the first part of my statement, a very dangerous situa- 
tion came up just in the last week, the last few days. The second 
part of my statement deals with that, but if you want me to, I will 
read from the beginning. 

Senator Javirs. You must use your time the best way you can to 
present your case. Why don’t you start with the second part first. 
You ought to be able to make this statement in 10 minutes. Why 
don’t you proceed? You have a supplementary statement ? 

Mr. Brecunorer. Yes. 

The supplementary one is the one that is of more importance. 

Senator JAvirs. Proceed with the supplementary one. 

Mr. Becunorer. Since preparation of my previous statement a mat- 
ter has arisen which gravely affects the U.S. export fraternity, par- 
ticularly those companies md deal to a large extent with Venezuela. 
I am certain that the problem I am about to describe will be of great 
interest to your committee. 

The Venezuelan Government has recently had considerable financial 
problems, due mainly to a widespread flight of capital from that coun- 
try. This has created a shortage of hard currency. To reverse this 
trend, the Venezuelan Government has now initiated steps designed to 
bring about a sound fiscal policy. 
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Within this past week, several decrees covering foreign exchange 
control were issued. At present we have only the full text of the first 
of a series of decrees, governing future imports into Venezuela. It 
is still subject to further clarification. 

This much is certain: Exports to Venezuela will be greatly re- 
stricted. Inasmuch as Venezuela has been one of this country’s best 
customers, such restrictions will adversely affect the foreign trade defi- 
cit. This, as I said, is in the future. 

What disturbs us very greatly and is of the utmost concern to us 
now, is the report we received from our Caracas office by telephone 
yesterday, that for the payment of bills for merchandise po aah 
into Venezuela prior to the present time, the Venezuelan Govern- 
ment has allocated to the commercial banks less than 25 percent of 
the dollar exchange actually required. This means that payment for 
goods exported from the United States to Venezuela, which in our 
type of business has heretofore taken between 4 and 6 months, will 
now take four times as long, or between 16 and 24 months. Such de- 
lays will not only completely wipe out all profits in these transac- 
tions, but will make them losing propositions, and will—in some 

cases—lead to financial ruin of the company involved. 

The sound fiscal policy on which Venezuela is now embarking is 
the result of negotiations between the Venezuelan Finance Minister 
and various agencies of the U.S. Government, such as: 

The Export-Import Bank. 

The World Bank. 

The International Monetary Fund (in which the United States 
participates). 

Several. large American banks—at the request of our Govern- 
ment—have in recent months lent huge sums to Venezuela, in order 
to shore up that nation’s economy. It seems unbelievable, then, that 
the persons in our Government who advised Venezuela on its new 
fiscal policy, and those who urged the granting of huge loans, did not 
see to it that the interests of that sector of the American economy, 
whose livelihood depends on a continuous flow of payments for their 
accounts receivable from Venezuela, were safeguarded. These per- 
sons in our Government should have exerted their influence so that 
the Venezuelan treasury, which was and is being helped so much by 
the United States, would provide enough dollar exchange to pay for 
the old debts owed to this country’s exporters. This would not have 
been a very difficult task. In 1959, Venezuela exported to the United 
States goods valued at $880 million while its imports from this coun- 
try were only $737 million. 

The failure of our appointed officials to act is a fearful ex: umple of 
how some agencies of our Government utterly disregard the interest 
and welfare of the small American businessman. 

It is our earnest hope that the Congress, through the efforts of your 
committee, will take steps to reverse this frightening situation and 
save many firms from financial ruin. 

Senator Javirs. How much is involved in this matter, sir? 

Mr. Becrnorer. Involved for whom ? 

Senator JAvirs. For American exporters. 
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Mr. Becunorer. I could only guess at that, Senator. I think if 
you say that the money outstanding in credit dealings to Venezuela 
and based on last year’s figure is at one time about $300 million. 

Senator Javits. Now, w ould you proceed with the first part of your 
statement. 

Mr. Becnuorer. Thank you for having afforded me the opportunity 
to appear as a witness before your distinguished committee. 

Now, if I may, I will give you the first portion of my statement. 

My name is Jerry G. Bechhofer. I am secretary-treasurer of 
Bechhofer Bros., Inc. We are export merchants, doing business in 
many countries of the world, particularly in Venezuela and West Ger- 
many. We specialize in South America in the exclusive distribu- 
tion of household appliances and commercial refrigeration equip- 
ment; and in Europe, in the sale of vending machines. All these 
products are manufactured in the United States. 

Our sales mn calendar year 1959 were a little less than $5 million. 

We employ 25 persons in our office in New York, 10 in our 3 offices 
in Venezuela, a 4 in our office in Germany. 

Our company was founded by my brother and myself in 1946, shortly 
after my discharge from the armed services. In the beginning, as 
every exporter who starts in business, we handled many different 
types of products, made by many manufacturers. 

Over the years we have become more specialized and now sell mostly 
household appliances such as stoves, refrigerators, washing machines, 
small kitchen appliances, television sets, radios, phonographs, as well 
as commercial refrigeration equipment. 

Vending machines have been added in the last 2 years and are des- 
tined primarily for sale in Western Europe. It took us several years 
to acquire exclusive distributorship franchises, but now we are fortu- 
nate enough to count amongst our suppliers some of the finest and 
largest American manufacturers. 

Our greatest problem in all these years has been, and still is, that 
of financing. In that area we face our toughest competition from for- 
elgn exporters. 

Our sales volume is many times in excess of our rather small capital. 
With the inherent risk in export trading, borrowing money is a diffi- 
cult task. When we succeed in borrowing money, we have to pay very 
dearly for it. 

The governments of other exporting countries do their utmost to 
make things easy for their exporters, especially with help in financing, 
banking and credit insurance. The first major step our Government 
took along these lines was the Export-Import Bank’s political insur- 
ance program initiated in May of this year. With this protection 
and a commercial insurance policy against ordinary credit risks, we 
have been able to secure some substantial bank financing facilities. 

We are, however, being grossly discriminated against by another 
Government agency- namely, the Small Business Administration. 

A year ago, I went to the office of the SBA here in New York with 
the intention of applying for a loan. The interview with an official 
there lasted a very short time because he decided that we are not 
eligible for any help from the SBA because we are a service organi- 
zation. I was flabbergasted at this type of definition. 
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We buy and sell in wholesale quantities and always have and are 
considering ourselves wholesale exporters. This gentleman there said 
we are a service organization—this is what the book says—and, there- 
fore, having a turnover of more than a million dollars a year, not 
eligible for any assistance. 

Would we be classified as a wholesale concern, then our yearly sales 
“ea a little less than $5 million would still make us eligible for an SBA 

oan. 

Our Government’s published statements constantly proclaim its 
intention to assist the small businessman in his drive to increase his 
export business. One way of doing so would be to make a firm such 
as ours eligible for a loan from the SBA, and not to classify us as a 
service organization which under SBA rules makes us ineligible. 

It is most regrettable and it hurts that one branch of the Govern- 
ment classifies exporters as a service trade, thus denying an exporter 
the right to obtain a Government loan, while Government agencies at 
all other levels enthusiastically call for expanded foreign trade. 

This committee has asked for specific suggestions how American ex- 
porters, and particularly small exporters, can be helped by Govern- 
ment action. On behalf of the export community I would like to offer 
this suggestion : 

This committee and our Congress, obviously concerned with the 
difficulties of U.S. exporters and interested in alleviating their strug- 
gles, should instruct the SBA to consider an exporter not as a service 
organization but as a wholesale concern and thus declare him eligible 
for receipt of loan by the SBA. 

Even small export merchants, such as our firm, make a substantial 
contribution toward the Government’s efforts to improve our country’s 
unfavorable foreign trade balance. 

Senator Javits. Thank you very much. 

: Mr. Watrs. Mr. Chairman, may I ask this gentleman one question 
ere? 

In your supplemental statement, Mr. Bechhofer, you referred to 
those persons in our Government who should have exerted their in- 
fluence so that the Venezuelan treasury would have provided enough 
dollar exchange to pay commercial debts to this country’s exporters. 

You may not wish to answer this in open hearing—and if you do 
not, you do not have to—but I would like to ask you who those persons 
are and what techniques, in your opinion, were available to them to 
exert such influence; how it could have been effective? In other words, 
explain your recommendation and your charge in more detail. 

Mr. Becuuorer. I will be glad to, sir. 

I cannot tell you the identity of persons involved when I say 
“persons”—— 

Mr. Warts. By title or group. 

Mr. Becuuorer. People who I think are responsible for it, and I 
have my knowledge only from what I read in the papers. It was 
specifically stated that the Finance Minister from Venezuela, Mr. 
Mayobre, spent several days in Washington, or still is there, I think, or 
was there until a few days ago. He negotiated a lot with the Export- 
Import Bank, and I believe it was in the Journal of Commerce, an 
article stated that the Export-Import Bank advised Mr. Mayobre on 
the so-called sound fiscal policy. 
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It is my contention that the Export-Import Bank, or any other 
official of the U.S. Government, appointed or otherwise, who had to 
do with these negotiations, should have made sure that the least that 
Venezuela does is not declare a moratorium—that is what it amounts 
to—on payment of its old debts. 

Mr. Warts. It is your opinion that the dollars are there and they 
are just arbitrarily refusing to release them ? 

Mr. Becunorer. Right, sir. 

If the dollars are not there, they could be there because Venezuela 
is taking in plenty of money every day. 

Senator Javits. Thank you, Mr. Bechhofer. 

Both of these matters to which you called the attention of the 
committee will have the attention that you request, and we will look 
into them. Unquestionably, we will make public our findings or 
answer you directly. 

Thank you very much. 

Next is Mr. Roger H. Gilman, director of port development, the 
Port of New York Authority. 

May I suggest that if there are any witnesses here who were not 
listed, that they record their names with Mr. Stults in connection 
with the desire to testify. Mr. Stults is staff director of our committee 
and is standing here at the table. 

Will you do that, please? Otherwise, we will have no record. 

Mr. Becuuorer. Senator, I just got a copy of a telegram which 
about 20 American New York exporters have sent today also to your 
office, to the Secretary of Commerce, and various Congressmen. 

Senator Javits. On this Venezuelan situation ? 

Mr. Becuuorrr. On this Venezuelan situation. 

Senator JAvirs. May we see it, please? Please hand it up. I would 
like to see it first. Just wait a second. 

Do you have the authority of all these firms to disclose their names? 

Mr. Becunorer. Yes. 

Senator Javits. All of them ? 

Mr. Becuuorer. Yes, sir. 

Senator Javirs. All right, go ahead. 

Mr. BecuHorer (reading) : 


ExuHIsit 8A 


The signers of this telegram are 20 prominent New York exporters specialized 
in selling to the Venezuelan market. We face possible bankruptcy unless defi- 
nite provisions are made in the new Venezuelan currency regulations to pay 
debts accrued prior to November 9. Combined we export approximately $25 
million in U.S. products to this important U.S. market. Currently Venezuelan 
importers Owe us approximately $15 million. There is very little provision 
made for paying these debts. We urge you to investigate these new regulations 
and help to change them or see that some better provision is made to pay off old 
debts particularly in light of our country’s desperate need to increase exports 
at this time as a measure to stop the outflow of gold. 

Bechhofer Bros., Inc., Messner Hirth, Inc., K I D, Inc., Manhattan 
Commercial, Morlan Trading Co., Curacao Trading Co., Gillespie 
& Co., Elmar Commodities Co., Alfred Kubies Western, Inc., East 
River Sales, Fred Frankel, Inc., Mann Refrigeration Co., Corpam, 
Inc., Ewing & McDonald, Markt & Hammacher Co., Fredro Corp. 


Senator Javirs. Thank you very much. We will look into the situa- 
tion right away.” 


* Committee staff subsequently conferred with Mr. Bechhofer and officials of the 
Export-Import Bank. 
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Mr. Gilman / 

Mr. Gilman, we would appreciate your making your testimony as 
brief as you can, but aun circumscribing what you feel is 
important. 

We will receive your statement and have it set forth in full in the 
record. 


STATEMENT OF ROGER H. GILMAN, DIRECTOR OF PORT DEVELOP- 
MENT, THE PORT OF NEW YORK AUTHORITY, NEW YORK, N.Y 


Mr. Gitman. Thank you, Senator Javits. 

My name is Roger H. Gilman. I am director of port development 
of the Port of New York Authority. Chairman S. Sloan Colt has 
designated me to present a statement on behalf of the port authority 
before this committee. 

The Port of New York Authority is a bistate public agency of the 
States of New York and New Jersey, created by compact between the 
two States in 1921. In the 1921 compact, the two States assigned to 
the port authority the responsibility for the development and opera- 
tion of transportation and terminal facilities within the Port of New 
York District, an area roughly within a 25-mile radius of the Statue 
of Liberty, and for the promotion and protection of the commerce 
moving through this bistate harbor. 

The entire program of the Port of New York Authority is con- 
ducted on a self- supporting basis, without recourse to the credit or 
tax revenues of either State. Functioning as a public corporation, 
the authority operates 21 land, marine, and air + i ilities which ecur- 
rently represent an investment of about $1 billion. Its career staff 
of 4,400 employees, headed by an executive director, is responsible to 
a nonsalaried 12-member board of commissioners, of which 6 are 
appointed by the Governor of New York and 6 by the Governor of 
New Jersey, with the advice and consent of the respective State 
senates. 

As part of its continuing responsibility for promoting and protect- 
ing the commerce of the New York-New Jersey port, the port au- 
thority i is vitally interested in any program aimed at increasing and 
expanding the foreign commerce of the United States. It is for this 
reason that the board of commissioners of the port authority gave full 
support to the extension of the Reciprocal Trade Agreements Act 
when it was under consideration during the 1958 session of the Con- 
gress. QOn the same basis we are eager to assist this committee in 
its activities and deliberations. 

Our review of the scope and purpose of your committee’s hearings 
indicate that the various services offered as part of the port author- 
ity’s port commerce program—a program which the two States have 
directed us to undertake—should be of interest to your committee. 
We are convinced that this program can be of assistance to small 
business in their participation in international trade. The port com- 
merce activities which are carried out within the port development 
department, at a cost of about $1 million a year, are directly related 
to ‘the port authority’s responsibility for promoting and protecting 
the commerce of the port. 
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Of leading importance among our port commerce services is the 
seas available through our network of nine regional Port of 

New York Trade Development offices. ‘The first of these offices was 
opened i in Chicago in 1945. During the past 15 years the port author- 
ity has established additional trade development offices on lower 
Broadway in New York, in Pittsburgh, Washington, and Cleveland, 
in this country, as well as oversea offices in London, Zurich, San Juan, 
and Rio de Janeiro. I might add parenthetically that the other 
ports of the United States are equally vigorous in promoting trade 
through their harbors. Thus, right here in our own backyard at 
the port of New York, 13 competing ports have established commerce 
solicitation headquarters, and we find similar port trade offices and 
solicitation efforts in all the cities and countries where the port author- 
ity has assigned its trade representatives, 

sy means of the Port of New York Authority’s trade offices, ship- 
pers in 30 States in the United States and in 33 countries through- 
out Latin America, Western Europe, the British Isles, and Scandi- 
navia, are served and assisted in the routing of their cargoes. 

These 33 countries covered by our offices today are the origin or 
destination of about 50 percent of the total general cargo export- 
import trade of the United States and provide 66 percent of the for- 
eign trade handled at the port of New York. 

The port authority offices are staffed by specialists in port trans- 
portation and handling practices as well as in general foreign trade 
matters. Through personal contact with executives in charge of the 
transportation, servicing, purchasing, or selling of foreign tr: ade with- 
in their respective territories, these trade development representa- 
tives are prepared to advise and assist exporters and importers in the 
shipping methods by which their goods can reach international mar- 
kets via the port of New York. 

Our trade development representatives also maintain continuous 
liaison with trade associations, Government agencies, carriers, and 
service firms, and are, therefore, well qualified to provide foreign 
traders with on-the-spot direct information and assistance. In addi- 
tion, they direct highly specialized and technical inquiries to proper 
organizations for aid. A few of these sources of information are 
listed in the bibliography I have attached to this statement. 

(The document referred to follows:) 


EXHIBIT 9 


SELECTED BIBLIOGRAPHY SUBMITTED BY ROGER H. GILMAN, DIRECTOR OF PORT 
DEVELOPMENT, PoRT OF NEW YORK AUTHORITY 


Dun & Bradstreet, Inc., “World Trade Data Yearbook,’ New York. 

Dun & Bradstreet, Inc., “International Trade Review,’ New York. 

Dun & Bradstreet, Inc., “International Market Guide for Latin America,” 
New York. 

Brooklyn Chamber of Commerce, “Directory of International Traders in 
Brooklyn, New York,” Brooklyn. 

Brooklyn Chamber of Commerce, “Monthly Foreign Trade News,” Brooklyn. 

Bureau of National Affairs, Inc., “The International Trade Reporter Export 
Shipping Manual,” Washington. 

Chamber of Commerce of the United States, “Ioreign Commerce Handbook,” 
Washington. 

Commerce and Industry Association of New York, Inc., “Directory of New York 
Importers,” New York. 
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Commerce and Industry Association of New York, Inc., “Exhibits of Overseas 
Products in New York,” New York. 

Commerce and Industry Association of New York, Inc., “Summaries of Con- 
sular Shipping Requirements,” New York. 

Commerce and Industry Association of New York, Inc., “Weekly World Trade 
Bulletin,” New York. 

The Port of New York Authority, “Advantages of Shipping via Port of New 
York,” New York, 1959. 

The Port of New York Authority, “Customs Procedures for the Clearance of 
Overseas Shipments Through Port Authority Airports,” New York. 

The Port of New York Authority, “Directory of Export Packers,” New York, 
1960. 

The Port of New York Authority, “Foreign Trade at the Port of New York,” 
New York, 1960. 

The Port of New York Authority, ‘Foreign Trade Zone No. 1,” New York. 

The Port of New York Authority, “Functions of Public Agencies at the Port 
of New York,” New York, 1958. 

The Port of New York Authority, “Guide to Air Shipping,’ New York, 1960. 

The Port of New York Authority, ‘New York Harbor Terminals Map,’ New 
York, 1956. 

The Port of New York Authority, “Port District Transportation Map,” New 
York, 1957. 

The Port of New York Authority, “Port of New York Facts,’ New York, 1960. 

The Port of New York Authority, “Port of New York Steamship Services 
Directory,” New York, 1960. 

The Port of New York Authority, “Suggestions for Reducing Landed Costs at 
the Port of New York,” New York, 1960. 

Port Resources Information Committee, Inc., “New York Port Handbook 1959,” 
New York, Manhattan Printing Co., 1959. 

State of New York, Department of Commerce, “The Whys and Hows of Ex- 
porting for Manufacturers,’”’ New York. 

Mr. Gitman. Typical of the assistance obtainable through a port 
of New York trade development office are explanations of the optimum 
use of railroad lighterage or an export packer, the nature of trucking 
charges, customs procedures, air shipping techniques, containerization 
and proper cargo routing, to mention only a few. 

Information is also available at our offices on the many different 
transportation, trade, and service organizations in the port of New 
York, both —— and government, that provide the facilities and 
services vital to foreign trade. 

It is not unusual to have an office also assist a company in the loca- 
tion of buyers or sellers of specific commodities, and they often can 
cooperate in advising on foreign trade regulations that must be ob- 
served in their purchasing or marketing. 

The function of the trade development representative is not to 
supplant the role of individual organizations, but to represent them 
as groupings of port industries, to exporters and importers, and, 
thereby, supplement their own service activities. In this way, the 
foreign traders benefit from the availability of nonobligatory assist- 
ance and information dealing with all port services and facilities. 

Complementary to the port authority’s trade development program 
is a considerable variety of informational literature for distribution 
directly or through its nine port of New York trade development 
offices to organizations and persons concerned with foreign trade. 

A monthly magazine, Via Port of New York, highlights the ship- 
ping experiences of firms using the New York-New Jersey port and 
presents other interesting, informative and newsworthy articles on 
trade and port subjects. This magazine is mailed monthly to some 
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22.000 foreign traders in the United States and abroad and is avail- 
able to any firm participating in, or interested in, foreign trade. 

Directories of steamship services, export packers and Government 
agencies located at the port, as well as pier and transportation maps, 
brochures explaining better and more economical freight handling 
techniques and general educational matters dealing with the New Jer- 
sey-New York port, are all available without charge to anyone seeking 
information on such subjects. 

The port authority also produces and makes available a variety of 
film strips and speakers to illustrate the newest developments in facili- 
ties and services available at the port of New York for the benefit of 
the foreign trader. In addition, a port. advertising program utilizing 
prominent trade publications is directed to exporters and importers in 
the United States and abroad, drawing attention to the advantages 
to be derived in shipping via this port. Close cooperation is main- 
tained with outside organizations to foster the exchange of informa- 
tion and the conduct of joint port promotional and educational pro- 
grams. 

With your permission, Mr. Chairman, I would like to submit for 
your attention a packet of the printed material on the port which we 
make available to all those interested in foreign trade. 

Senator Javirs. That will be received.” 

Mr. Gitman. Another port authority service to shippers is the fur- 
nishing of technical and specialized information on the selective use of 
different modes of port, carriers and services with an explanation of 
their economic and service characteristics. 

Through the efforts of a highly skilled traffic management staff, 
information of this type is gathered and disseminated directly to the 
inquirers or forwarded through the port of New York trade develop- 
ment office responding to a specific inquiry. This service has proven to 
be particularly valuable at the port of New York with its great selec- 
tion of shipping modes. 

The port authority also prepares considerable statistical data on the 
movement of foreign swe, classified by year, value, tonnage, com- 
modity grouping, origin, and destination together with analyses of 
trade trends and their underlying causes. 

While all of these port authority services are available to any or- 
ganization already engaged, or contemplating entry, or just interested 
in foreign trade, they are of particular value to the small business 
which does not have its own staff of traffic specialists. Such firms may 
not be participating in international trade or, at best, may not be ex- 
ploring oversea markets to their maximum potential. We estimate, 
on the basis of data from private and Government sources, that of the 
197,850 domestic manufacturing companies in the United States, less 
than 2 percent have successfully developed the oversea market. Fur- 
thermore, as few as 2,900 firms account for as much as 76 percent of the 
total of U.S. dollar exports (other than to Canada) with each having 
an annual oversea trade of $100,000 or more. Obviously, the benefits 
of international selling are reaped by a relatively small number of 


* Retained in committee files. 
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American companies. No doubt many of the innumerable remaining 
small businesses have refrained from marketing abroad because of a 
lack of knowledge and experience in penetrating the apparent mys- 
teries of foreign trade. Their size and limited capital prevents them 
from hiring persons specializing in foreign trade, even if its oppor- 
tunities provoke their imagination. It is for companies in this cate- 
gory that agencies such as the port authority can provide considerable 
stimulus to their entry into foreign trade by furnishing information 
and assistance without cost and not always readily available else- 
where. 

An additional port authority trade development activity of note 
is our production and distribution of motion pictures depicting the 
facilities and services available at the port of New York for the han- 
dling of oversea shipments. These commerce promotion films, which 
have won national and international awards, are shown throughout 
this country and are also available in five foreign language versions, 
for showing overseas by the U.S. Information Service and others, as 
well as by our own trade development representatives. While such 
films do not provide a direct service to the small business contemplat- 
ing entry into competition for oversea markets, they do keep the 
concept of foreign trade before the general public and highlight. in- 
formation and assistance available from the port authority and others. 

The Port of New York Authority is currently studying a project, 
which will, if it comes to fruition, be of substantial signifie anee in 
assisting and expediting the handling of trade at the New York-New 
Jersey port. I refer to the proposed World Trade Center originally 
suggested by the Downtown-Lower Manhattan Association, which is 
now being studied by the port authority with the approval of the 
Governors of New York and New Jersey and the m: iyor of the city of 
New York. The proposal contemplates the redevelopment. of a 13- 
acre area along the East River in downtown Manhattan. 

Such a World Trade Center would house essential services required 
in the processing and transportation of foreign commerce. It would 
attempt to bring together in one place the offices for the certification 
and clearance of our exports, both by the U.S. Government and foreign 
governments. It would house international business interests and 
furnish the myriad of other services essential to world trade. In addi- 
tion, display space would be provided for permanent exhibits, making 
goods produced in the United States available for the inspection of 
buyers from other countries, and goods produced in other countries 
available to this country’s buyers 

Such a World Trade Center would be a working, vital mechanism 
to expedite and increase the transaction of business between interna- 
tional markets. It would concentrate many of the existing industries 
which serve world trade, permitting them to work side by side and 
with the most efficient facilities for the quick interchange of informa- 
tion, proposals, documents, papers, and other materi: als. Secondly, it 
would provide a central marketplace in which businessmen from many 
countries could offer their wares to customers and, conversely, exam- 
ine and compare products of businessmen from other nations. 
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Third, the World Trade Center would provide a centralized infor- 
mation source to assist businessmen from every nation in locating 
new markets for their products and in finding new products for their 
customers. 

Port authority studies of such a center should be completed by early 
next year. At that time we will have a clearer understanding of the 
feasibility and practicability of such an undertaking. I might say 
that we have had expressions of enthusiasm from many sources, in- 
cluding public officials and private concerns who might “be interested 
in locating in such a center. If the center should become a reality, 
it certainly would have a most favorable impact on assisting small 
business to enter international trade. 

In summary, I have tried to highlight those Port of New York 
Authority activities which affect inter national commerce and those 
services which are available to all foreign traders. 

May I reaffirm that we, at the port authority, stand ready to do 
everything within our power to assist this committee in attaining its 
objectives of stimulating the entry of small business into the export 
field. 

Senator Javirs. Mr. Gilman, we thank you very much. Would you 
be interested in submitting for the record, as I asked Mr. Higgins of 
the New York State Department of Commerce to submit, a state- 
ment as to whether you consider an expanded export trade worth un- 
dertaking even though it will mean expanded imports, speaking in 
terms of the economy of the bistate port area ? 

Mr. Gruman. Certainly. I will be very glad to, Senator. 

Senator Javits. Give us whatever figures and facts you can as this 
is an important question. 

Mr. Girman. I will certainly do that, Senator. 

Senator Javirs. Thank you very much. We appreciate your 
appearance. 

(The material subsequently supplied follows :) 


SUPPLEMENTAL STATEMENT BY ROGER H. GILMAN, DIRECTOR OF PorT DEVELOPMENT, 
THE Port oF NEW YorK AUTHORITY, JANUARY 3, 1961 (WirH ACCOMPANYING 
BROcHURE, “THE PORT AND THE COMMUNITY” ) 


My statement of November 17, 1960, before this committee stressed the various 
services which the Port of New York Authority makes available to exporters or 
firms contemplating entry into the export field. The statement which follows is 
addressed to Senator Jacob K. Javits’ specific question following presentation 
of that testimony, i.e., whether the port authority considers ‘an expanded export 
trade worth undertaking even though it will mean expanded imports.” 

In this connection, I would like to repeat the port authority’s position as set 
forth by Commissioner Donald V. Lowe in 1958, when in his capacity as chairman 
of the port authority, he wrote Hon. Wilbur D. Mills, chairman of the Committee 
on Ways and Means of the House of Representatives, to express the Port of 
New York Authority’s endorsement of the renewal of the Reciprocal Trade Agree- 
ments Act then under consideration by the Congress. In his letter, copy of which 
is attached, Chairman Lowe said: 

“It is the firm belief of the commissioners of the port authority that the objec- 
tive of American tariff policy should be an orderly and progressive increase of 
international trade. Such a policy benefits each of the participating countries by 
providing the stimulus for the international exchange of goods. Equally vital 
is the increase of commerce among nations as a positive step toward world 
peace.” 
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American companies. No doubt many of the innumerable remaining 
small businesses have refrained from marketing abroad because of a 
lack of knowledge and experience in penetrating the apparent mys- 
teries of foreign trade. Their size and limited capital prevents them 
from hiring persons specializing in foreign trade, even if its oppor- 
tunities provoke their imagination. It is for companies in this cate- 
gory that agencies such as the port authority can provide considerable 
stimulus to their entry into foreign trade by furnishing information 
and assistance without cost and not always readily available else- 
where. 

An additional port authority trade development activity of note 
is our production and distribution of motion pictures depicting the 
facilities and services available at the port of New York for the han- 
dling of oversea shipments. These commerce promotion films, which 
have won national and international awards, are shown throughout 
this country and are also available in five foreign language versions, 
for showing overseas by the U.S. Information Service and others, as 
well as by our own trade development representatives. While such 
films do not provide a direct service to the small business contemplat- 
ing entry into competition for oversea markets, they do keep the 
concept of foreign trade before the general public and highlight in- 
formation and assistance available from the port authority and others. 

The Port of New York Authority is currently studying a project, 
which will, if it comes to fruition, be of substantial significance in 
assisting and expediting the handling of trade at the New York-New 
Jersey port. I refer to the proposed World Trade Center originally 
suggested by the Downtown-Lower Manhattan Association, which is 
now being studied by the port authority with the approval of the 
Governors of New York and New Jersey and the m: yor of the city of 
New York. The proposal contemplates the redevelopment. of a 13- 
acre area along the East River in downtown Manhattan. 

Such a World Trade Center would house essential services required 
in the processing and transportation of foreign commerce. It would 
attempt to bring together in one place the offices for the certification 
and clearance of our exports, both by the U.S. Government and foreign 
governments. It would house international business interests and 
furnish the myriad of other services essential to world trade. In addi- 
tion, display space would be provided for permanent exhibits, making 
goods produced in the United States available for the inspection of 
buyers from other countries, and goods produced in other countries 
available to this country’s buyers. 

Such a World Trade Center would be a working, vital mechanism 
to expedite and increase the transaction of business between interna- 
tional markets. It would concentrate many of the existing industries 
which serve world trade, permitting them to work side by side and 
with the most efficient facilities for the quick interchange of informa- 
tion, proposals, documents, papers, and other materials. Secondly, it 
would provide a central marketplace in which businessmen from many 
countries could offer their wares to customers and, conversely, exam- 
ine and compare products of businessmen from other nations. 
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Third, the World Trade Center would provide a centralized infor- 
mation source to assist businessmen from every nation in locating 
new markets for their products and in finding new products for their 
customers. 

Port authority studies of such a center should be completed by early 
next year. At that time we will have a clearer understanding of the 
feasibility and practicability of such an undertaking. I might say 
that we have had expressions of enthusiasm from many sources, in- 
cluding public officials and private concerns who might “be interested 
in locating in such a center. If the center should become a reality, 
it certainly would have a most favorable impact on assisting small 
business to enter international trade. 

In summary, I have tried to highlight those Port of New York 
Authority activities which affect international commerce and those 
services which are available to all foreign traders. 

May I reaffirm that we, at the port authority, stand ready to do 
everything within our power to assist this committee in attaining its 
objectives of stimulating the entry of small business into the export 
field. 

Senator Javirs. Mr. Gilman, we thank you very much. Would you 
be interested in submitting for the record, as I asked Mr. Higgins of 
the New York State Department of Commerce to submit, a state- 
ment as to whether you consider an expanded export trade worth un- 
dertaking even though it will mean expanded imports, speaking in 
terms of the ec onomy ‘of the bistate port area ? 

Mr. Gitman. Certainly. I will be very glad to, Senator. 

Senator Javirs. Give us whatever figures and facts you can as this 
is an important question. 

Mr. Girman. I will certainly do that, Senator. 

Senator Javirrs. Thank you very much. We appreciate your 
appearance. 

(The material subsequently supplied follows :) 


SUPPLEMENTAL STATEMENT BY RoGcer H. GILMAN, DIRECTOR OF PorRT DEVELOPMENT, 
THE Port oF NEw YorK AUTHORITY, JANUARY 3, 1961 (WirH ACCOMPANYING 
BrocHure, “THE Port AND THE COMMUNITY” ) 


My statement of November 17, 1960, before this committee stressed ‘the various 
services which the Port of New York Authority makes available to exporters or 
firms contemplating entry into the export field. The statement which follows is 
addressed to Senator Jacob K. Javits’ specific question following presentation 
of that testimony, i.e., whether the port authority considers “an expanded export 
trade worth undertaking even though it will mean expanded imports.” 

In this connection, I would like to repeat the port authority’s position as set 
forth by Commissioner Donald V. Lowe in 1958, when in his capacity as chairman 
of the port authority, he wrote Hon. Wilbur D. Mills, chairman of the Committee 
on Ways and Means of the House of Representatives, to express the Port of 
New York Authority’s endorsement of the renewal of the Reciprocal Trade Agree- 
ments Act then under consideration by the Congress. In his letter, copy of which 
is attached, Chairman Lowe said: 

“Tt is the firm belief of the commissioners of the port authority that the objec- 
tive of American tariff policy should be an orderly and progressive increase of 
international trade. Such a policy benefits each of the participating countries by 
providing the stimulus for the international exchange of goods. Equally vital 
is the increase of commerce among nations as a positive step toward world 
peace.” 
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An increase in the volume of U.S. international trade—exports as well as im- 
ports—would, of course, be reflected in the level of goods handled in the New 
York-New Jersey port. Such an increase would have the effect of creating port 
jobs and business in our region and would result in increased income and a bol- 
stering of the general economy of the entire bistate port area. 

A thorough study by the port authority several years ago demonstrated that 
430,000 jobs in the New York-New Jersey port area can be traced directly to port 
industries and, further, that one person out of every four in the region earns 
his livelihood directly or indirectly from the movement of waterborne commerce. 
A copy of the report summarizing the results of that study, entitled “The Port 
and the Community,” is attached. 

Enumeration of the six basic activities involved in the port and what these 
activities mean to the area’s economy serve to illustrate the importance of ex- 
ports and imports to this area. 

The first basic harbor activity is marine transportation. It alone provides 
66,400 jobs with a total payroll of $428,900,000 a year. These jobs are held by 
employees of the steamship lines providing offshore, coastwise, and intercoastal 
services and those engaged in providing river, canal, and local water transport. 

A second group of activities fall into the category of auxiliary marine trans- 
portation. This category employs 65,200 men and women who service the marine 
terminals, Government-sponsored auxiliary water transport services, customs 
brokers and freight forwarders, and marine suppliers. They more goods and 
passengers to and from shipside, operate the docks, fuel and provision ships on 
eall, and perform customs broker and freight forwarder services. They earn 
$255,300,000 a year. 

Marine construction is a third job category, with 34,100 employees drawing 
wages totaling $160,100,000 a year. They include those skilled in shipbuilding 
and ship repairs as well as those engaged in construction of ships of all sizes, 
and in terminal and harbor maintenance. 

Land transportation is a fourth activity dependent on the port’s commerce. 
At least 40,400 residents of the port district are engaged in hauling cargves to 
and from the harbor by truck and railroad, and in servicing warehouses. They 
earn $172,700,000 a year. 

The fifth major port activity includes port trade and finance, which requires 
the services of 96,000 men and women. These people work in foreign banking, 
marine insurance, and admiralty law; they arrange transportation or aid the 
import-export trade. Together they are paid a total of $462,800,000 a year. 

Last and largest in these activities are the port industries, which are de- 
pendent upon tidewater locations for prompt and efficient transportation of their 
materials and products. These industries employ 127,600 men and women who 
receive $657,700,000 total wages in a year. 

This listing of port activities does not, of course, approach complete coverage 
of the total effect of waterborne commerce in the New York-New Jersey region, 
but does demonstrate clearly the stake which this region has in the foreign trade 
of the Nation and the importance of vigorous support by port interests in the 
many programs to expand export-import trade. 





EXHIBIT 10 


The Port and the 


Community 





A report on the economic importance 
of the New York-New Jersey Port 
to the people of the Port District 


prepared by 
THE PORT OF NEW YORK AUTHORITY 
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SMALL BUSINESS EXPORTS AND THE WORLD 


Every ship that enters or leaves the 


New York-New Jersey Port means dol- 
lars and jobs for the people of the 
Port District. 
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Foreword 


This report on THE PORT AND THE COMMUNITY presents facts on 
the importance of the New York-New Jersey Port in providing jobs and 
income. It has been prepared by The Port of New York Authority, within 
its responsibilities for port development and promotion. How the residents 
of the Port District and the port are related is the subject of THE PORT 
AND THE COMMUNITY. 


For many years, the Port Authority has pointed out that one person out of 
every ten employed in the Port District earns his livelihood in a job directly 
connected with the Port. As a result of new research and analysis, we have 
determined for the first time the far-reaching effects of this direct port 
employment on other people in the Port District and the community as a 
whole. The conclusions of the report indicate that the Port’s handling of 
many millions of tons of waterborne commerce in an average year produces: 


@ Port jobs that provide livelihood for at least 430,000 
people. 


@ Support for one out of every four people who live 
in the Port District. 


@ More than a fourth of the total wages earned in the 
Port District. 


The report that follows gives a detailed story telling how these important 
conclusions were reached. 


Issued May 1956; 
reprinted May, 1959 
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The 





Port 


From its earliest days, the wealth of our Port and its surrounding 
community has come from ships of the sea and the activities generated by 
the cargoes they carry to and from the Port. The Port itself might be called 
nature’s supreme effort to provide man with magnificent avenues for the free 
flow of commerce. It is a great junction of ocean, rivers, bays and harbors 
reaching deeply into the surrounding 1,500 square miles of upland within 
the neighbor States of New York and New Jersey. 


On these uplands, roughly within a radius of 25 miles from the Statue 
of Liberty, there are today over 200 municipalities, including the world’s 
greatest city as well as small communities. The Port waters have been bridged 
and tunnels have been bored beneath them. The people of the Port District 
have devoted continuing energy to improve the natural advantages of the 
Port as a transportation crossroads for goods entering and leaving the 
United States. The waters and lands of this Port are joined in a unified 
economic community known as the New York-New Jersey Port District. 
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THE PORT OF NEW YORK — busiest 
port in the world — one ship arrival or 
departure every 20 minutes around the clock. 


In the early days, salt winds blew over the uncluttered lands, and 
man’s greatest concentration of activity was at the water’s edge. As the 
Port prospered, however, these activities spread inland and great buildings 
soared skyward. 


Yet the Port retains its vital impact on the welfare of the 13 million people 
who live in the metropolitan area of the two States today. Just how important 
the harbor is to us is measured in terms of the jobs and income the Port 
provides. This report, based on a study of waterfront employment and 
activities for an average post-war year (1953) examines the Port as an 
employer or job-maker first. Then it goes beyond jobs and income directly 
connected with the Port to see how the Port also provides economic support 
for about 3,120,000 people or one out of every four of the 13,000,000 who 
live in the Port District. 
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The Port 





Employer 


To begin, let us look at Port jobs held by people who live in the 
New York-New Jersey Port District. There are at least 430,000 of these 
jobs in an average year. They provide wages of $2.1 billion a year as a 
result of the movement of 140 million tons of commerce into, out of and 


through the Port each year. They may be classified into six basic divisions: 


@ Marine Transportation 
@ Auxiliary Marine Transportation : 
@ Marine Construction 
@ Land Transportation 
@ Port Trade and Finance 


@ Port Industries 


All of these jobs provide income that finds its way back into Port 
District markets. They are jobs that would not exist in the New York- 
New Jersey Metropolitan Area if it were not for the harbor. 
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The number and kinds of jobs within the separate divisions of employ- 
ment, and the income they produce, are to be considered next. It must be 
noted that the employment reported is limited to jobs existing only because 
of the commerce developed by the harbor. Although the value of the Port 


in our local economy is enhanced by other businesses and activities related 


in substantial degree to the Port and its many transportation services, these 
are not considered here. Such Port activities as the Port District’s three major 
airports where 24,500 people work and earn $135 million a year, and, in 


turn are reflected back into the general economy, are therefore not included 


emcee, te 


in the following pages. 


| Thousands 
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Marine 


Transportation \ 


66.400 Jobs ————— 


The marine transportation industry provides 66,400 jobs with a total 
payroll of $428,900,000 a year for people living in the New York-New Jersey 


Port District. 


On board ship and ashore 52,100 people work for the shipping lines 
that carry 44 per cent of the total value of United States oceanborne foreign 
commerce. Another 6,700 people in the Port District work in the coastwise 
and intercoastal trade, which involves the movement of cargoes by ship 


between our Port and other ports in the United States. 


Annual 
Average 


Ocean Transportation 52,100 








Coastwise and 6,700 
Intercoastal 
Rivers and Canals 2,000 
Local Water 5,600 
Transport 

66,400 


Employment 


Total 
Annual 
Payroll 


$337,432,600 


49,251,900 


11,599,800 


30,644,600 


$428,928,900 
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Cargo movements along the New York State Barge Canal give work 
to over 2,000 people in the Port Area. They are a part of the operation of 
the canal tugs and barges that provide low-cost access to upper New York 
State and the Great Lakes. 


Within the harbor proper, 5,600 Port workers pilot ocean vessels to and 
from their berths and operate the 2,500 lighters, carfloats and tugs that enable 
goods to be moved promptly and efficiently. 


Industrial Occupation 


OCEAN TRANSPORTATION — employees engaged in ocean transportation 
— ashore and afloat — of freight and passengers between the United 
States and foreign countries, not counting foreign sailors. 


COASTWISE AND INTERCOASTAL — employees engaged in transporting freight 
and passengers between one U.S. port and another, including territories 
of the U.S. 


RIVERS AND CANALS —employees engaged in transporting freight and 
passengers on inland waterways. 


LocaL WATER TRANSPORT — employees operating lighterage, tugboats, 
pilotage and ferryboats in local waters. 
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Auxiliary 
Marine 


Transportation 


65.200 Jobs 





The work of receiving ships and their cargoes and preparing them for 
departure from Port provides 65,200 jobs, with an annual payroll of 


$255,300,000. 


The never-ending tasks of moving goods and passengers to and from 
shipside, policing and operating the docks, conducting marine salvage and 


surveying, require the labor of 35,600 people. 


While cargo is being transferred, the provision of supplies — bunker oil, 
food, stores and the like — required by the vessel on its voyage calls for the 


Marine Terminals 


Services Auxiliary 
to Water Transport 
Performed by 
Government 


Customs Brokers and 
Freight Forwarders 


Maritime Supplies 





Annual 
Average 


Employment 


35,600 


8,000 


7,100 


14,500 





65,200 


Total 
Annual 
Payroll 


$130,257,900 


34,990,100 


26,358,500 


63,673,200 
$255,279,700 





ee 


or 
of 


—~e 


Ne 





SMALL BUSINESS EXPORTS AND THE WORLD MARKET 93 





work of 14,500 people. Another 7,100 persons, working for Customs brokers 
and freight forwarders, perform essential tasks in bringing ocean cargoes to 
their receivers. 


Many of the auxiliary services necessary to operate a Port are performed 
by government agencies. Customs, immigration and harbor administration 
and maintenance are carried on by 8,000 government employees residing in 
the Port District. 


Industrial Occupation 


MARINE TERMINALS — employees performing services to water transport 
companies such as stevedoring, cargo checking, surveying, protection, 
marine salvage, dock operation and waterfront terminals. 


SERVICES AUXILIARY TO WATER TRANSPORT PERFORMED BY GOVERNMENT 
— services performed by civilian employees of government including 
customs, immigration, harbor maintenance, quarantine, protection and 
administration. Also includes foreign consulates. 


CUSTOMS BROKERS AND FREIGHT FORWARDERS — employees engaged in 
forwarding goods from shipper to receivers, including packing, crating, 
and preparing goods for shipment. 


MARITIME SUPPLIES — employees working for firms supplying equipment 
and supplies to vessels. 
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Marine 


Construction 





64,100 Jobs 


An average of one ship every twenty minutes, around the clock, enters 
or leaves the New York-New Jersey Port. 


Continuous marine construction is required for the effective maintenance 
of these thousands of ships and their berths. These activities give jobs to 
34,100 Port District workers, drawing $160,100,000 in wages a year. 





Annual Total 
Average Annual 
Employment Payroll 
Shipbuilding and 31,800 $147,016,200 
Repairs 
Marine Construction 2,300 13,087,100 








34,100 $160,103,300 
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The bulk of this activity is concentrated in shipbuilding and ship repairs, 


and it ranges from the building of great ships, to the minor but essential 
repairs performed while ships are in port loading and unloading cargo. A 
smaller work force of 2,300 persons just as essential to the effective function- 
ing of the Port, is required to handle the physical maintenance of existing 
harbor terminals and facilities, to build new ones, and to attend to daily harbor 
chores such as pile driving and dredging. 


Industrial Occupation 


SHIPBUILDING AND REPAIRS — employees engaged in building and repairing 
all types of ships and barges. 


MARINE CONSTRUCTION — employees working on marine construction such 
as dredging, pile driving, harbor and waterway maintenance. 
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Land 


Transportation 





40.400 Jobs 


The New York-New Jersey Port District is a transportation “hub” with 
spokes reaching out to the entire world. Within the United States, the roads 
and rails that extend outward from the Port to the north, west and south, 
are highly important spokes of this “wheel.” And within the Port District, 
40,400 people, earning $172,700,000 a year, owe their livelihood to the fact 
that great volumes of ocean cargoes must be transported to the Port from 
every part of this country. Similarly, such cargo frequently has completed 
only one phase of its journey when it reaches the Port from foreign shores. 


Since our Port is a general cargo Port, specializing in the handling of 





Annual Total 
Average Annual 
Employment Payroll 
Trucking 19,400 $ 80,773,300 
co Pom Railroading 18,000 80,260,200 


Hits Warehousing 3,000 11,675,900 


40,400 $172,709,400 
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packaged goods which are particularly adapted to truck transport, 19,400 
trucking employees depend on waterborne cargo for their jobs. 


There are twelve major railroads in the Port’s great land transportation 
network. Rail movements owing their existence to waterborne cargoes provide 
18,000 jobs within the Port District. 


The Port also provides every type of storage facility for almost every 
kind of commodity. These facilities are operated by 3,000 employees who 
handle the goods temporarily stored in their journey through the District. 


Industrial Occupation 


TRUCKING — employees engaged in operating trucks for hire or privately 
handling freight originating or destined for water movement within the 
Port District, and over-the-road truckers living in the Port District. 


RAILROADING — employees of railroads living in the Port District, who are 
directly engaged in handling waterborne commerce. 


WAREHOUSING — employees engaged in storing goods in bond, goods at 
foreign trade zones, and storage of a general line of goods moved 
by water. 
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Port Trade 


and Finance 


96.000 Jobs 


MARKET 





Within the Port District is to be found the world’s greatest concentration 
of experts and agencies whose business is to serve the shipper and the traveler. 
These services provide 96,000 jobs paying $462,800,000 in wages each year. 


Regardless of what is manufactured or grown in any part of the world, 
the chances are that it is traded by the import-export firms of the Port District 


which employ 71,100 trained people. 


Aa Foreign Banking 


‘ledaintene 


Marine Insurance and 


Admiralty Law 


Arrangement of 
Transportation 


Exporting and 
Importing 





Annual 
Average 


Employment 


14,200 


3,700 


7,000 


71,100 





96,000 


Total 
Annual 
Payroll 


$ 61,657,800 


17,136,600 


36,65 1,300 


347,375,800 


$462,821,500 
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The many jobs required to arrange the financial details of buying and 


, selling foreign commerce and insuring the safe passage of cargoes are handled 
e by 17,900 people: 14,200 in banking operations and 3,700 in marine 
° insurance. 

i, 


The shipping and travel agencies — including the services supplied by 
trade associations — require 7,000 people. 


Industrial Occupation 


FOREIGN BANKING — employees engaged in foreign financial transactions 
)0 such as foreign departments of banks, branches of foreign banks and 
currency exchanges 


MARINE INSURANCE AND ADMIRALTY LAW — employees engaged in hand- 
0 ling marine cargo and hull insurance for underwriters and brokers. 


Also those individuals working in the admiralty law field. 


ARRANGEMENT OF TRANSPORTATION — employees engaged in arranging 
00 water transportation between shippers and transportation companies and 
travel between passengers and transportation companies, including 

employees of foreign trade associations. 


ExPorTING AND IMPORTING — employees working for firms solely engaged 
in importing and exporting and those employees working in foreign 
departments of manufacturing firms. 


00 
00 
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Port 


Industries 


127.600 Jobs 


The largest single category of Port-dependent employ- 
ment is provided by so-called Port industries. These jobs 
may not come to mind immediately as Port jobs since 
they are not of a marine or transportation nature. The 
127,600 people in the Port District who hold them, how- 
ever, receive $657,700,000 in wages a year because their 
employers depend on the harbor for transportation of their 
materials and products. 


These employers are termed “tidewater industries,” 
since they are located at or near water’s edge. The esti- 
mate of Port-dependent employment connected with them, 
the 127,600 jobs, is believed conservative, since it excludes: 


@ employment in tidewater industries which rely 
upon the Port for their raw materials and access 
to markets, but which could readily switch to 
other means of transport if the harbor were not 
available to them, and 


@ employment in thousands of Port District in- 
dustries which are dependent upon Port facilities 
to a varying degree, but which are not situated 
near tidewater. 
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The tidewater industries, listed by product or process, pro- 


vide the following jobs: 


Occupation 


Bulk Materials Handling (lumber, coal, etc.) 


Chemical Products Manufacture 


Petroleum Refining 


Paint and Oil Manufacture 


Food Processing (sugar, coffee, etc.) 
Ore Processing (copper, lead, etc.) 


Fibre Processing (jute, cordage, etc.) 


Building Materials Manufacture (cement, 
bricks, etc.) ° 


Annual 
Average 


Employment 
40,400 


34,000 


18,300 
12,200 


11,000 
7,300 


3,000 
1,400 


127,600 


Total Wages 
$213,642,600 


165,402,900 


112,607,200 
56,062,300 


58,598,500 
33,266,000 


11,343,500 
6,775,000 


$657 ,698,000 
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The Port 
as a 


Provider: 430.000 Port Districtreés 


Thus, at least 430,000 Port District residents earn $2,100,000,000 each 


year from jobs that would not exist if it were not for the Port. 


But so far in this report only the Port’s economic effects on certain 
people as individuals have been considered. The next question therefore must 
be: “What broad economic effects has the Port on an even greater number 
of people in the Port District: those who are supported by the 430,000 Port 


wage earners in either a family or a related job sense?” 


Tools of statistical analysis used by the Federal Government to measure 
the total national economy have been applied to the income of the 430,000 
Port workers. According to these measures, every dollar of income earned 
by these workers generates or creates two dollars of additional income within 
the area. Thus $2,100,000,000 in Port job wages each year become 
$6,300,000,000 in Port generated income. This is more than one-fourth 
of the estimated total of $23,000,000,000 in wage income earned each year 
by all people in all jobs in the Port District. 
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ricresidents earn $2.100.000.000 


h Another way of putting it is to say that each of the 430,000 jobs creates 
an economic condition equivalent to two additional jobs—or a total of 
1,300,000 jobs. On the basis of 2.4 dependents per job (the worker plus 
average family dependents of 1.4 persons), a total of 3,120,000 Port District 


n 
: residents of a total population of about 13,000,000 are found to be dependent 
5 
for their livelihood upon the Port’s waterborne commerce. 

2 
rt 

Through these statistical methods, we may state that the 

Port provides: 
e 
0 @ The economic basis of existence for one out of 
d every four persons who live in the Port District, 
n or about 3,120,000. 
e ‘ 
More than 25 per cent of total wages earned in 

h 


the Port District. 
ir 
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The Port 


as a Provider: $6.300.000.006in 


Now how is the $6,300,000,000 in annual Port generated income spent? 
The Port worker spends his wages to supply his family with food, shelter, 
clothing and other needs and pleasures. The great bulk of these expenditures 
sooner or later become the personal income of another Port District resident. 
This process of earning and spending—income building—is constantly gen- 
erating additional income for all the people of the area. The importance of 
Port income to the area’s economy can be readily appreciated by examining 
how these dollars become income for other people. A graphic presentation 
is given in the table on the opposite page. 


As a final consideration in evaluating the Port as a provider, the Port’s 
impact is considered on a local geographic basis. The New York-New Jersey 
Port, in its wealth-producing activities, resembles many other natural resources 
that flourish through the enterprise of man, but there is one important differ- 
ence: the Port generates more employment and income in its immediate area 
than most other natural resources. 


To illustrate, the harnessing of water power in the western sections of the 
United States has created hydroelectric facilities that are impressive monuments 
to man’s engineering skill and his ability to expand his economy. The in- 
vestment in these projects may exceed the investment in the Port District’s 
waterfront facilities. And yet, the number of people who receive employment 
in the immediate vicinity of these power plants is small compared to Port 
employment. In other words, the direct income producing benefits of the 
Port are primarily local, while the benefits of power generation, for example, 
are literally carried over transmission lines to distant areas. 
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)00n annual Port generated income 
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Sectors of Port Economy Benefiting from Port Income 


Distribution of 


Money Expenditure for Consumption Port Income 
Food $2,079 000,000 
Housing 1,266,300,000 
House Furnishing and Equipment 434,700,000 
Clothing 768,600,000 
Auto Transportation 264,600,000 
Other Transportation 163,800,000 
Personal Care 132,300,000 
Medical Care 371,700,000 
Reading, Recreation and Education 415,800,000 
Beverages 308,700,000 
Miscellaneous 94,500,000 

Total Expenditure $6,300,000,000 





Percentage 


33.0 


20.1 


6.9 


12.2 


4.2 


2.6 


2.1 





100.0 


* Source: U.S. Bureau of Labor Statistics, Consumer Expenditure Survey. 
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The Ports 





Challenge 


The facts and conclusions contained in this report are presented by The 
Port of New York Authority to underscore the measurable vitality of the 
economy of the Port. The information used on jobs and income covers the 
calendar year 1953, since this represents the latest year that can be con- 
sidered typical of Port activities and one on which data is now available. To 
preserve such activities we must constantly strive to assure four basic require- 
ments of Port prosperity. 


The Four Basic Requiremen@l | 


I= = Modernization and improvement of waterfront 
facilities. 


2 Restoration of equality in transportation rate 
structures, many of which now favor competing 
ports over the New York-New Jersey Port. 
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Brooklyn waterfront as it will appear upon 
completion of the Port Authority’s $85,000,000 
seven-year development program. 


e Many state and local governmental agencies and many private interests 
e are at work on these matters today. Among them, The Port of New York 
e Authority is responsible under the 1921 Compact between the States of New 
= York and New Jersey, for a regional program of Port development, promo- 
oO tion and protection. The penalty for failure by the agencies and interests 
ss involved is the loss of cargo by the Port. And the loss of cargo means less 


jobs and less wages in the Port District. 


menof Port Prosperity 


nt 3 Promotion of the advantages for shipping Via the 
Port of New York. 


te 4 Establishment of stable and lawful leadership of 
ng waterfront labor. 
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A Note About This Report 


The information in this report is derived from employment 
Statistics compiled in administering the Unemployment Insurance 
Laws by the State of New York’s Department of Labor and the 
State of New Jersey’s Department of Labor and Industry. 


Working with these official sources, the Port Authority’s Trade 
Research and Analysis Staff was able to construct statistics for the 
Port District with a degree of accuracy that could not be achieved 
by any other means. 


To supplement the basic Unemployment Insurance data, other 
sources have been drawn upon. These were: U. S. Maritime 
Administration; U. S. Department of Defense; U. S. Department 
of Commerce; Railroad Retirement Board; Interstate Commerce 
Commission; New York City Planning Commission; U. S. Depart- 
ment of Justice; U. S. Treasury Department; Waterfront Commis- 
sion of New York Harbor; U. S. Department of Labor; and 
New York Federal Reserve Bank. In addition to these official 
sources of information, data was gathered from various industry 
groups whose activities are concerned with waterborne commerce. 


The Port of New York Authority wishes to express its apprecia- 
tion to the numerous public officials and private business repre- 
sentatives, without whose generous assistance and cooperation this 
report could not have been completed. 


This report prepared by: 


THE PORT OF NEW YORK AUTHORITY 
111 Eighth Avenue, New York 11, N. Y. 


¢ ¢ ¢ 


Port Development Department 
Rocer H. GILMAN, Director 


CLIFFORD B. O'HARA, Chief 
Port Commerce Division 


Davip L. GLICKMAN 
Economist 


JEROME GILBERT 


Trade Economist 
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The Port of New York Authority is the self-supporting cor- 
porate agency of the States of New Jersey and New York. Operating without burden to 
the taxpayer, it was created in 1921 by treaty between the two States to deal with the 
planning and development of terminal and transportation facilities, and to promote and 
protect the commerce of the Port District. 


Port Authority Commissioners, six from each State, are appointed by the Governors 
of New Jersey and New York. They serve without pay for terms of six years. 


Charged by statute with the protection of port commerce, the Port Authority appears 
before such regulatory bodies as the Interstate Commerce Commission, the Civil Aero- 
nautics Board and the Federal Maritime Board in the interest of the welfare of the unified 
Port Area. It maintains eight regional Trade Development Offices in the interest of pro- 


moting the movement of commerce through the Port of New York. 





COMMISSIONERS 


NEW YORK 


S. SLOAN COLT, Chairman 

HOWARD S. CULLMAN, Honorary Chairman 
EUGENE F. MORAN 

CHARLES S. HAMILTON, Jr. 

N. BAXTER JACKSON 

JOSEPH A. MARTINO 


NEW JERSEY 


HorRACE K. Corsin, Vice Chairman 
DONALD V. LOWE 

JAMES C. KELLOGG, III 

THORN LoRD 

JOHN J. CLANCY 

ROBERT F. MCALEVY, JR. 


AUSTIN J. TOBIN 
Executive Director 


PORT AUTHORITY FACILITIES 


Airports 


New York International Airport 

La Guardia Airport 

Newark Airport 

Teterboro Airport 

Port Authority-West 30th Street Heliport 


Marine and Inland Terminals 


Port Newark 

Elizabeth-Port Authority Piers 

Port Authority Grain Terminal 

Union Railroad Freight Terminal 

New York Union Motor Truck Terminal 
Newark Union Motor Truck Terminal 
Port Authority Bus Terminal 
Hoboken-Port Authority Piers 
Brooklyn-Port Authority Piers 

Erie Basin-Port Authority Piers 


Tunnels and Bridges 


Holland Tunnel 

Lincoln Tunnel 

George Washington Bridge 
Bayonne Bridge 

Goethals Bridge 
Outerbridge Crossing 


Trade Development Offices 
Eastern (New York) 

Chicago 

Cleveland 

Washington 

South American (Rio de Janeiro) 
Continental (Zurich) 

London 

Caribbean (San Juan) 
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The next witness scheduled is Victor K. Scavullo, vice president and 
general manager, Legion Utensils Co., Inc., Long Island City, N.Y. 
He is not present. 

Next is Redington Fiske, editor, Export Trade and Shipper. 

Is Mr. Fiske present ? 

Mr. Warts. Mr. Chairman, I am not sure that any of these people 
have been able to get here yet. I asked them to rush down as fast 
as they could but the decision to sit through the lunch hour has 
advanced their scheduled time of appearance. 

Is Edward Ross Aranow here? 

(No response. ) 

Is Mr. Harris Fischer here ? 

Mr. Fiscuer. Yes, sir. 

Senator Javirs. Come forward, please. 


STATEMENT OF HARRIS FISCHER, SECRETARY, VALLEY FORGE 
PRODUCTS, INC., BROOKLYN, N.Y. 


Mr. Fiscuer. I have no prepared statement. 

My name is Harris Fischer. I am secretary of Valley Forge Prod- 
ucts, Inc. We are manufacturers and distributors of automotive 
replacement parts. We have two subsidiary corpor: ations, a Western 
Hemisphere trading corporation, Valley Forge Export Corp., and a 
third corporation which sells in the balance of the world which is 
known as Valley Forge Overseas. 

The reason that I have asked, Senator, for the opportunity to speak 
is that I have heard most of the speakers this morning describe a prob- 
lem a good bit different from ours. The problems that I have heard 
outlined have been how to get into this market and how to interest 
manufacturers in getting into it. Our problem is quite different. 
Our problem is how to stay in the market. We manufacture replace- 
ment parts. 

Senator Javirs. Could I ask you to suspend for 2 minutes ? 

( At this point a short recess was taken.) 

Senator Javirs. The hearing will come to order. Will you proceed ? 

Mr. Fiscuer. As I was saying, Senator, our problem in export is 
not how to get into it. We are organized for it. We have separate 
sales managers for areas of the world. We have representatives in 70 
countries outside the United States. In addition to our domestic 
business, we have had a very successful export business. However, we 
are running into certain circumstances that are becoming increasingly 
difficult all the time. 

One of the problems is the closing of markets where a country that 
has been purchasing from us, American replacement parts for Ameri- 
can vehicles, undertakes the manufacture of these items themselves. 
They do not put a tariff on these items. They forbid the importation 
of them. 

Notable examples of this are in India and in Israel, and we have 
received a letter this week from our representative in India that a com- 
pany over there is going to undertake the manufacture of even more 
parts which completely closes the market. 
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Secondly, we organized a Western Hemisphere trading corporation 
which was set up under an act of Congress, the Western Hemisphere 
Trading Act, which provided for a corporation trading exclusively in 
the Western Hemisphere, exclusive of the United States, to receive 
a 25-percent allowance on Federal corporate income taxes. 

When we organized this corporation under this act, it was very 
successful. However, subsequent to that time, the Treasury Depart- 
ment modified this Trading Act to say that it was only applicable if 
95 percent of your business was done in that hemisphere, and they did 
not include as Western Hemisphere business those shipments made on 
letter of credit or payment in New York. 

Our corporation, Valley Forge Export Corp., which is a Western 
Hemisphere trading corporation, did all of its Ce in the Western 
Hemisphere, but some of these customers paid letter of credit, so that 
our percentage fell slightly below the required 95, and they disallowed 
the entire deduction. 

Third—and this is very important to us as manufacturers—we have 
been able to compete successfully with competition abroad, and by 
that I mean there are manufacturers in France, in Germany, in Italy, 
and in Japan who have tooled replacement parts for American ve- 
hicles to compete with us in the export market. 

Now, in order for us to compete with these people with lower wage 
levels, it is necessary for us to reequip our factory with more modern 
equipment, but we find it a great stumbling block in what we call 
the outmoded depreciation allowed by the Treasury Department on 
purchases of new equipment. 

The actual circumstance is that the factories in Europe which were 
reconstituted after the war because of war damage are actually more 
modern than ours, to say nothing of the lower wage level. In addi- 
tion, the Export-Import Bank in May, put through the political risk 
insurance, but they have notably excepted some countries, and in some 
-ases, Where we cannot understand it. 

I addressed yourself and Senator Keating on:this matter back in 
June, inquiring as to the reason why the Export-Import Bank would 
not permit political risk insurance in Turkey, which did not seem to 
us to be particularly consistent in view of the fact that we had mili- 
tary bases in Turkey, and I believe Turkey was at that time receiving 
aid and assistance from the United States. 

The actual Export-Import Bank program of political risk insur- 
ance is very good for those countries where there does not seem to be 
too much of a problem, but in certain areas of the world where we 
might seek to expand our activities, notably in Turkey, they have dis- 
avowed any desire to assume that risk. 

In other words, it is like an insurance company to us that wants all 
of the good risks and none of the bad ones, and that is about the sum 
and substance of what I have to say. 

Senator Javirs. We certainly thank you for bringing us these 
specifics which are most important and give the committee an op- 
portunity to dig into specific items. I assure you that we will follow 
through on what you have told us in order to ascertain what we can 
do to help the small business community in the export field with 
specific reference to these points. 

Mr. Fiscuer. Thank you very much, Senator. 
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Mr. Warts. Mr. Chairman, Mr. Redington Fiske has arrived. He 
is the editor of Export Trade magazine. 
Senator Javits. Mr. Fiske. 


STATEMENT OF REDINGTON FISKE, EDITOR, EXPORT TRADE AND 
SHIPPER, NEW YORK, N.Y. 


Mr. Fisxr. My name is Redington Fiske. I am editor of Export 
Trade magazine, which has been published for more than 40 years for 
the benefit of American business selling goods abroad. 

I think I had the honor, sir, to be with you and the Senator from 
New Jersey on the sponsorship group of the Committee on Foreign 
Trade Education some years back. 

I have no prepared statement, I am sorry to say, sir. 

Senator Javirs. Would you go right ahead in your own way. 

Mr. Fiske. It seems to me that there are three principal problems 
involved from the point of view of small business and exports. 

First, the extent to which small business is at present participating 
in export. 

Second, the opportunity for small business to take a greater share in 
export. 

And, third, how you make them interested enough to look at it and 
even consider the idea of doing it. 

As regards the present situation, I am sure that you are aware that 
a great deal of our export business is done by firms which would 
certainly qualify as small business. I can give you one specific illus- 
tration which, I ‘think, applies quite g gener ally. 

A few years ago in my own State of Connecticut the branch of the 
State government responsible for industry and so forth, whatever its 
name, stated that there were 550 manufacturing companies in Con- 
necticut which were exporting their products. We only had about 60 
subscribers in the State of Connecticut, and this bothered us. We 
wanted to find out why we did not have the others. So we established 
contact with every one of those 550-odd companies. We found that 
fewer than 60 had export departments. All the rest were selling 
through combination export managers or export representatives, and 
I think that is a very broad picture of small business today. 

The combination export man, or the export firm itself, is charac- 
teristically small business, and each one of these firms may be repre- 
senting 20, 30, or 50 small manufacturers. It is virtually impossible 
to get lists or to get facts as to who is producing the goods which are 
being exported today. 

Yesterday the National Foreign Trade Council in their final decla- 

ration proposed that the Bureau of the Census undertake at least a 
pilot study to find out where the exports are being produced in this 
country. 

Export is today a very important small business function, because I 
think that every export-import firm in the United States would cer- 
tainly qualify as a small business. 

I would have a prepared statement, sir, were I not a small business 
myself, but I have nobody else to do my work and I have spent 3 days 
at a convention and I have not had time to prepare anything. 





SMALL BUSINESS EXPORTS AND THE WORLD MARKET 113 


Now, I would like to go over to the second question of how the small 
business, the small manufacturer, can best find his way into export. 

I believe that you have had, or will have, today Richard Lurie of 
the American Exporter, who has or will suggest that the best channel 
is through the combination export management firm. 

Senator Javirs. We already have had Mr. Lurie.” 

Mr. Fiske. You have had him? 

Senator Javirs. Yes. 

Mr. Fiske. I would like to endorse his point of view quite strongly, 
not universally, but by and large. The existing export firm which 
has the know-how, has the connections, has the facilities, can do far 
more for the small manufacturer than he can probably do for himself. 
There is then the problem of finding the right connection. 

We have undertaken, in cooperation with the national export ex- 
pansion program and with the regional committees, we have under- 
taken a program of giving free advertising space to manufacturers 
who would like to make a connection with an export firm. 

I think thus far in the course of several months only eight manu- 
facturers have asked us to give them a free listing. And I question 
very much whether many combination export firms are rushing 
through their mail to get a copy of our magazine on Monday morning 
to read of these wonderful offers, because eight offers in the course of 
several months—several companies whose products, such as grave- 
stones, are not readily exportable—are not going to set the world on 
fire on either side of the fence, either among the export people or the 
manufacturers. 

I think that perhaps in time this may develop. But this brings me 
to my third point, and that is, how you get the small manufacturer 
to take an interest in the possibility of exporting. That is something 
which we in the export press cannot do. The only people who read 
us are already interested in export. 

It seems to me the channel must be through the local chamber of 
commerce, and if the Small Business Administration can find some 
way to stimulate that interest, I can assure you, Mr. Senator, that 
that will be very desirable to us because we are looking for additional 
circulation among those very people. 

I have with me a reprint of an article which we published last 
August, by Thomas Ballagh, president, Ballagh & Thrall, Inc., a 
prominent combination export management firm in Philadelphia, 
which describes various ways in which a manufacturer can build 
exports without fixed salary commitments. We have made these avail- 
able to the Department of Commerce, to all of the regional export 
expansion committees. I would be delighted to make them available 
to your committee, sir. 

Senator Javrrs. We will be glad to receive that material. 

Mr. Fiske. I will be very happy to submit it.** I believe that is 
the future. How you can reach these fellows who have little manu- 
facturing companies in the backwoods, small towns in Indiana and 


7 See p. 48. 
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the small towns of Colorado, I do not know, but I think that is the 
great problem, if I may say so. I think there is nothing else I have to 
say, sir. 

Senator Javirs. Do you wish to make any comment with respect 
to any additional services such as commercial guarantees against com- 
mercial loss, or other similar services which the Federal Government 
ought to afford in order to facilitate exports ¢ 

Mr. Fiske. That refers, I assume, sir, to the Export-Import Bank 
program of guarantees ? 

Senator Javits. That is correct. 

Mr. Fiske. I have a vast admiration for the Export-Import Bank 
as a non-empire-building organization, and I think that they are 
doing more than the export guarantee departments of other countries. 

The Canadians, for example, are looking at us with great envy be- 
cause we give our exporters through the Export-Import Bank so 
much more than the Canadian can get through his own export credit 
scheme in Canada. 

I am not one of those who is very enthusiastic about an aggressive 
expansion of that insurance, and I certainly would not favor giving 
any insurance coverage on shipments to any country where the risk 
is so obvious that it is just inviting a loss for the guarantee agency. 

I would like to make one more suggestion, Senator, if I may, and 
this would be really directed at the Small Business Administration. 

It seems to me there might be a possibility of creating an export 
management firm, a combination firm, to serve small manufacturers 
all over this country—one such firm or several such firms—which has 
the technical know-how, has people who understand export, who 
know the details, but which lacks capital, where some financial assist- 
ance from the SBA might be instrumental in creating some very 
valuable new export organizations in this country. 

Senator Javirs. Fine. We certainly appreciate that, Mr. Fiske, 
and appreciate your testimony. 

Mr, Fiske. Thank you, sir. 

Senator Javirs. Any questions from the staff? Thank you very 
much. 

Mr. Fisxe. Thank you, sir. 

Mr. Warts. Has Mr. Victor K. Scavullo arrived ? 

Senator Javirs. Is there any other witness / 

Mr. Warts. We have some others here, yes. 

Has Mr. Edward Ross Aranow arrived ! 

If not, I will call, if I may, Mr. Chairman, Mr. John Yule of the 
Long Island Association, Inc. 

Senator Javirs. Do you have a prepared statement ? 


STATEMENT OF JOHN YULE, MANAGER, AREA DEVELOPMENT 
COUNCIL, LONG ISLAND ASSOCIATION, INC., GARDEN CITY, L.I., 
N.Y. 


Mr. Yute. I have a prepared statement. I would like permission 
to deviate from that a little. 

Senator Javirs. Give ts your name. 

Mr. Yute. My name is John Yule. I am the manager of the Area 
Development Council of the Long Island Association. That is a 
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regional chamber of commerce, with about 2,500 manufacturing firms. 
Our principal field of operation is in the two counties, the growing 
counties of Nassau and Suffolk. 

Some time ago, since about a year ago, in hearing about the Com- 
mon Market, 1 went over there and called at our embassies and con- 
sulates to get some idea of what its effect would be on our market. 
The results were very interesting. In talking about our own exports, 
I was told that we have to avoid sending inferior materials to those 
countries. They said that there were such things coming in. It was 
a surprising piece of information. But later, in recognizing the need 
for export expansion when the export expansion program came up, 
we started, or I instigated an export information office within the Long 
Island Association. In that we have done quite a lot of work in pub- 
lishing a small pamphlet which is much the same as the one the New 
York State Department of Commerce has published, giving informa- 
tion on how to export. 

From that we have received a lot of inquiries from manufacturers 
on Long Island in particular, asking how they could get into the 
export business. We have tried our best to give them all the informa- 
tion necessary and have been successful in getting 20 firms to start 
exporting, direct exporting, not through exporters, in general. 

Our idea is just to try to educate the people there as to the value of 
export abroad, and what the market is, because there is a tremendous 
field there. I feel strongly the need of a small business manufacturer 
to understand the tremendous opportunities that now exist there. 

We are not priced out of the market, at least certainly not last year, 
but we will be if we do not take advantage of getting into the export 
trade, because those countries where they do not manufacture goods, 
as well as us, will eventually get into it and will be able to compete 
with us in any market, as they already do, sending products over here 
competing with our own manufacturers in this country. 

So to get the manufacturers—get our manufacturers to export—we 
have to realize or to try to find out what the best place or the best 
way to get our exports over there. One field that has been brought 
up just lately is the international trade fairs. I happen to have seen 
the international trade fairs in a few countries, as my experience 
abroad was with the State Department. 

The European state fair is a point of sales. We are not educated 
to that here, but in the international trade fairs our own Government 
exhibits goods, but any explanation or any prices cannot be given be- 
cause the only people that can talk about it are the Embassy or the 
Foreign Service officers who do their best, and do a very good job. 
But we should be encouraging manufacturing firms to place exhibits 
in these trade fairs. Now, in talking of that with certain manu- 
facturers here around Long Island, they say it is tooexpensive. “We 
cannot afford to send men over there to man a boat.” So my sugges- 
tion is that we should, or the Government should, in some way try to 
assist American small business in participation in these fairs by sup- 
plying subsidized or free Government transportation of goods and 
company personnel to fair locations with the objective of direct sales 
of products at the exhibits. 

foreign salesman there cannot do as well as an American, or as an 
American who has been trained as a salesman; and if he is fluent in 
the language of the country, that is perfect. 
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I would also suggest as a further point that the Government could 
help in this by establishing a training program in language, customs, 
and practices of foreign countries, so that salesmen could be sent there 
by various organizations. They might pay for it themselves, but the 
Government would help in establishing the school to do it. 

The Government, I am sure, could help in a program like that, but it 
would help the manufacturer a great deal if we could do some such 
thing. 

I think that is all I can say now, sir. 

Senator Javirs. Thank you, Mr. Yule, and I compliment you espe- 
cially upon the idea of education for people who are going to work 
abroad for private business. - We have that very much before us, and 
I hope we can do something about it. The staff will look into the 
other suggestions you have made in order to explore them and see if 
they are feasible. 

Your prepared statement will be incorporated in the record at this 
point. 

Mr. Yuue. Thank you very much. 

(The statement referred to follows :) 


PREPARED STATEMENT OF JOHN YULE, AREA DEVELOPMENT COUNCIL, THE LONG 
ISLAND ASSOCIATION 


Recognizing the need for export expansion not only in the local field but 
nationally, the Area Development Council initiated this office under my direction. 
We have been successful in overcoming the fears of some 20 firms who have 
under our instruction entered the export business. My experience abroad in this 
field has enabled us to offer service previously unobtainable. 

I feel strongly the need to help the small business manufacturer understand 
the tremendous opportunities that now exist in markets abroad. 

There is also a need to make them realize the immediate point of sale oppor- 
tunities of exhibits at international fairs. Difficulties here arise because of the 
expense involved which has to be added to the cost of their product. Competi- 
tion being so keen from other countries competing with us, make it, in my 
estimation, necessary for our Government to assist American small business in 
participation at these fairs by supplying free Government transportation of goods 
and company personnel to fair locations with the objective of direct sales of prod- 
ucts from the manufacturer’s exhibit. 

At all exhibitions in this country one finds foreign firms using this method of 
expanding their export program profitably. 

A further point I would like to make is that salesmen or resident agents of 
countries abroad who are not Americans cannot present the products in the 
same light that a trained American salesman could if he was fluent in the local 
language. A training program in the language, customs, and practices of the 
foreign countries for our salesmen would bring very lucrative results. Our 
Government could, I am sure, help such a program if it was adopted. 


Mr. Warts. Mr. Victor Scavullo? 

Mr. Edward Ross Aranow ? 

(No response. ) 

Mr. William Kilborne? 

Senator Javirs. Do you have a written statement, Mr. Kilborne? 

Mr. Kitgorne. Yes, sir, I do. 

Senator Javirs. Do you have any copies available? 

Mr. Kirgorne. Yes, I do. 

Mr. Warts. Mr. Chairman, may I say that Mr. Kilborne’s statement 
is on an interesting and unique idea that is only peripherally relevant 
to the subject matter, so I think it would be appropriate if he would 
summarize those portions of the statement that are most directly 
relevant and skip the rest. 
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Senator Javirs. Will you do that for us? We will incorporate your 
prepared statement in the record following your remarks. 


STATEMENT OF WILLIAM S. KILBORNE, VICE PRESIDENT, CASEY 
& KILBORNE, INC., NEW YORK, N.Y. 


Mr. Kizgorne. Yes, I will be very happy to do that, Senator. 

The basic thesis that I have is that following the suggestions that 
Mr. Yule made of the trade fairs abroad, I agree entirely with what 
he had to say, but I have been working more specifically in seeing what 
could be done to get small business to participate in the World’s Fair 
that is going to be held here in New York City in 1964 and 1965. I 
think there are two basic purposes that would be served thereby : 

(1) I think that the picture of the American economy to the other 
nations of the world should be more properly presented ; and, 

(2) I believe that the opportunities for world trade that would 
result to those small businesses that do participate would be greatly 
enhanced. 

I have talked with officials of the fair who are very sympathetic 
tothe idea. ‘They have a very sound philosophy that they do not want 
to take on any exhibitor without having the cost of the building under- 
written. 

At the present time it appears that the most likely avenue of getting 
the cost of the building would be by charging the individual exhibitors 
and having a building which would house 500 of these exhibitors and 
get some of their money in advance. 

The total cost of a building of this nature would be in the neighbor- 
hood of $5.5 million. It would be a venture that would be economi- 
cally sound. The total revenue would be $7.5 million, with the possi- 
bility of showing a profit of in the neighborhood of $900,000 at the end 
of the time. 

The figures that I have used are very conservative. The account- 
ing firm that has gone over them feels so. I have talked with one of 
the outstanding architectural firms who has submitted drawings which 
I have, in the event that you would like to see them, but I think that 
your basic interest is in the possibility of this as an idea which would 
further the opportunities for small business in world trade. 

I think that is the sum and substance of my statement. 

Mr. Putnam. Mr. Kilborne, do you think there is any place in our 
foreign trade program for five or six permanent small business trade 
centers at key foreign countries, say, London, Paris, maybe one in 
South America, maybe one in the Pacific? ‘These would be permanent 
industrial exhibits. 

Mr. Kirporne. With a rotating group of people participating in 
them ¢ 

Mr. Putnam. Yes. 

Mr. Kriporne. Yes, I think that could be very possible. I mean 
that would tie in with Mr. Yule’s thought of these trade fairs, particu- 
larly in Europe where they do such a good job of merchandising from 
them. But I think that it might be hard to arrive at an equitable 
basis as to who is in them and when. 

Senator Javirs. Thank you very much, Mr. Kilborne. As stated 
by the staff, this is a peripheral idea, but it certainly does tie into the 
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whole effort to promote world trade for small business and we are 
thoroughly impressed with the fact that with the trade fair effort 
there is a very critical element in that and we are certainly glad to 
have your contribution. Our staff will have to study to determine 
just how we can help with respect to the objectives which you are 
trying to obtain. 

Mr. Kitgorne. Thank you. 

Could I make one suggestion along that line? 

That is, if we could get a little publicity so as to sound out the senti- 
ment of small business, that the job of getting the exhibitors would 
thereby be reduced. 

Senator Javits. Mr. Kilborne, the press is its own determinant as 
to whether it will give publicity or not. 

Mr. Kirzorne. Thank you, sir. 

(The prepared statement of Mr. Kilborne follows :) 


PREPARED STATEMENT OF WILLIAM S. KILBORNE, VICE PRESIDENT, CasEY & KIL- 
BORNE, INc., NEw York, N.Y., ON THE SUBJECT OF THE POSSIBLE ADVANTAGES 
ACCRUING TO SMALL BUSINESS THROUGH PARTICIPATION IN THE NEW YORK 
Worw’s Farr 1964-65, WiTH ACCOMPANYING EXHIBITS 


CASEY & KILBORNE, INC, 


This statement is being made on behalf of Casey & Kilborne, Inc. of 342 
Madison Avenue, New York, N.Y. The author is William S. Kilborne, vice presi- 
dent of the corporation. Casey & Kilborne, Inc. is in the business of rendering 
to management consultation in the field of public relations. 


PUBLIC RELATIONS AND WORLD TRADE 


The importance of world trade to all American business is going to become 
increasingly great during the 1960’s. If we as a nation are to become the major 
factor in this area, our commercial relations will have to be enhanced by im- 
proved public relations in foreign markets. Specifically, this will be brought 
about through improved two-way communications between the people of this 
country and each of the foreign nations. For our businesses to prosper in the 
world markets, American concerns must understand the businesses of foreign 
nations, and they in turn must feel confidence in the relationships which they 
establish in America. 

J. Anthony Panuch, in an article in the Harvard Business Review in 1957, in 
referring to the economic struggle between the United States and the U.S.S.R., 
pinpointed in stark outline the necessity for expanding the role of public rela- 
tions in world trade when he said: “But market and profit incentives can never 
do the job alone. There must be a higher motivation. Our industry overseas 
must become the symbol and carrier not of a dollar imperium, but of human 
values and of hope to peoples emerging into a chaotic world from centuries 
of colonialism.” 

Looking to the future, the spirit of the American enterprise system can be 
better presented to the people of the world if small business obtains as important 
a share in the economy of the foreign markets as it does in that of our own 
Nation. 

THE IMPORTANCE OF THE WORLD’S FAIR AS A SHOWPLACE 


One of the major showplaces for the American economy is the World’s Fair. 
Heretofore, the American industrial sectors of these fairs have been principally 
exhibitions by big business. If this portrayal of the American economy should 
continue, a most false impression of the American enterprise system would be 
created abroad. 

If a sound and economic method could be devised whereby participation could 
be extended to those who are less than the giants of industry, the benefits for the 
future would accrue in two areas. 

1. There would be obviously great value for the United States in its relations 
with foreign markets in the development of a real showplace for American busi- 
ness. 
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2. Opportunities would be created for increasing the share in the world mar- 
kets of the future by those American businesses which could participate in such 
a fair. 

WORLD'S FAIR REQUIREMENTS 


As a result of submitting a program last May to Mr. Robert Moses, president 
of the New York World’s Fair 1964-65 Corp., I was asked to attend a meet- 
ing at Flushing Meadows in August, at which time the general guidelines for the 
fair were carefully delineated. 

Subsequently I submitted another proposal to Mr. Moses in which a program 
predicated upon his policies, was carefully outlined. After this program had been 
read by the officials of the fair, I was privileged to meet with some of them and 
subsequently received a letter dated October 17 from J. Anthony Panuch, vice 
president, Industrial, Federal, State, and Special Exhibits. The following quotes 
this letter in its entirety : 

“DEAR MR. KILBORNE: Thank you very much for your letter of October 14. 

“T hope you will maintain your efforts to see that the concept of small busi- 
ness participation in the World’s Fair is realized ; that your specific plans in that 
connection will be in such shape in the near future that we can see our way clear 
to approval. 

“The organization of small business for fair participation is one of the most 
troublesome problems we face, since the fair corporation has made it an estab- 
lished policy that it will not build pavilions for any company, industry of 
discipline. 

“We all look forward to the success of your efforts. 

“Faithfully,” 
CASEY & KILBORNE PROGRAM 


Appended hereto as attachment A is a copy of the plan which was submitted on 
August 31, 1960. In addition, I am appending as attachment B the budget figures 
which we have worked out for the establishment and operation of the business 
enterprise corporation. These figures were discussed with the fair officials just 
prior to the date on which Mr. Panuch wrote the foregoing letter. Additionally, 
a well conceived design for the building is being submitted by the architectural 
firm, Rogers & Butler. 


PROBLEMS CONFRONTING THE PROGRAM 


The officials of the fair, though philosophically sympathetic to the program, are 
understandably withholding their approval pending our ability to obtain finan- 
cial underwriting for the cost of the building which, as the attached exhibits show, 
will approach $514 million. 

Banking concerns, investment houses, speculative builders, insurance com- 
panies and small business investment trusts have all indicated enthusiasm for 
this project, but feel they cannot give it their backing because the building must 
be demolished in 1966. The local directors of the New York Business Develop- 
ment Corp. have expressed similar enthusiasm but have also tempered it with 
the same reservations. 

Further steps are now being taken to obtain such an underwriting from the 
following sources: 

1. Foundations interested in furthering the free enterprise system. 
2. Producers of building materials. 
3. The exhibitors themselves. 

Items 1 and 2 are self-explanatory. Item 3, however, needs further elabora- 
tion. In the event that an underwriting of this size cannot be obtained from 
a relatively few sources, it may be advisable to have the exhibitors themselves 
take the responsibility. Although experts in the field consider the number of 
500 as one that can easily be obtained, a means must rapidly be found to 
locate those interested so that space at the fair will still be available when 
commitments from the exhibitors have covered the cost of the building. 

Therefore, trade associations have been contacted, who are presently con- 
sidering running stories seeking the reaction of their members. 


NEED TO STIMULATE INDUSTRY INTEREST 


Additionally, it is my hope that the presentation of this report will be given 
sufficient publicity so that some of the many businesses that are not members 
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of the associations referred to above, may be exposed to this thinking and suf- 
ficient interest generated so that it will be possible for me to return to the 
officials of the World’s Fair Corp. with a program which they can approve. 


A NEW ARM TO ASSIST SMALL BUSINESS 


This program offers to many manufacturing and service organizations in 
the United States a unique opportunity of displaying their wares to important 
people throughout the world at a minimum cost. 

It is believed that this is an entirely new method whereby the small business 
of this country could be helped in developing and expanding its trade throughout 
the world. 


(Attachments accompanying Mr. Kilborne’s statement, follow:) 
EXHIBIT 11 
Attachment A 


JOHN T. Casey & ASSOCIATES, INC., 
New York, N.Y., August 31, 1960. 
Mr. Rospert MOSsEs, 
President, New York World’s Fair 1964-1965 Corp., 
Flushing Meadow Park, Flushing, N.Y. 

DEAR Mr. Moses: We appreciate the opportunity of joining you and your 
committee at the meeting at Flushing Meadows. It was most considerate of 
you to throw the meeting open for questions, and I was glad to hear Mr. 
Panuch state that there would be further consideration given to the concept 
of appropriate participation by small business. 

Since attending the meeting I naturally have a much better conception of 
the fair’s operation than I did when I submitted my memorandum to you last 
May. Therefore, I am attaching a new and less broadside approach in the 
hope that it may be of help to you and your committee in your deliberations. 

If you feel that you would like me to elaborate on any of the points raised, 
I will naturally be happy to sit down at any time with you or anyone whom 
you may designate. 

For your information, we are now establishing a new corporation, Casey & 
Kilborne, Inc., which is replacing John T. Casey & Associates, Inc., as of Sep- 
tember 1, 1960. 

Respectfully, 
WittiAM S. Kirsporne, Vice President. 


A PROGRAM FOR SMALL BUSINESS PARTICIPATION IN THE NEW YorK City 1964 
WoRrRLD’s FAIR 


(William S. Kilborne, Casey & Kilborne, Inc., August 31, 1960) 


STATEMENT OF POLICY 


“Today a fair is * * * a forum in which national ambition and ideologies 
are combined and fully exploited and promoted.”—RoBERT MOSES. 


THE FREE ENTERPRISE SYSTEM ON DISPLAY 


In order to implement the foregoing excellent statement of policy in the best 
interest of the American way of life, due consideration and space should be 
given to emphasize the importance of small business to the economy of the 
United States. 

Too few people in this country—let alone those living in other parts of the 
world—are aware of the interdependence of large and small business. Ameri- 
can business as a whole, large and small, is responsible for the dynamism and 
inventiveness of which the Nation is so justly proud. A fair could be the ideal 
show window for an economy based on competitive enterprise and could demon- 
strate the interplay between large business and small. 
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SPACE AVAILABILITY 


Exhibit space appears to be limited so the New York City 1964 World’s Fair 
will have no problem selling all that is available to big business. If the fair 
determines to display to the world the importance of small business in our 
economy, there appear to be three ways of doing so. 

1. Determining that an appropriate amount of space be allocated in every 
building to related small business. 

2. Permit small businesses in similar industries to pool their resources and 
erect their own buildings. This also requires an allocation of available space. 

8. Allocate one single building of appropriate size for the exhibits of small 
businesses unable to obtain space either under plan 1 or 2. 


NUMBER OF SMALL BUSINESS EXHIBITORS 


In view of the fact that the Small Business Administration has put on exhibits 
in which there were over 3,500 exhibitors, and in view of the fact that there 
are some 2,500 business trade associations, it may be assumed that there will 
be at least 2,000 who would wish to participate in the fair. 


SQUARE FOOTAGE REQUIRED BY SMALL BUSINESS 


The total space available for the industry and transportation section is 5,391,000 
square feet which would be available for building. If 2,000 small businesses 
were allocated 250 square feet each that would require a total of 500,000 square 
feet of exhibit space. 

Inasmuch as there is a limit of 80 feet in the height of the buildings and 
many of the buildings will be only one story high, we may assume that the 
average number of stories per building will be at least two. Therefore the total 
exhibit fioor area will be 10,782,000 gross square feet. Assuming a requirement 
of 30 percent for aisles, lavatories, maintenance facilities, etc., the net total 
exhibit area will be 7,547,500. 

The requirements of small business would thus be about 6 percent of the total. 
Although even this percentage is inordinately small to demonstrate the im- 
portance of the small business segment of our economy, it is felt that, if properly 
handled and executed, its impact may be very great. 


CONTRACT CERTIFICATES 


Thought might be given to awarding certificates indicating the purchase of 
space at the fair. The World’s Fair Corp. might consider granting the recipients 
of these certificates the right to use them immediately in any advertising or 
promotional manner desired. Such a program would naturally initiate interest 
in the fair at a much earlier date. 


SMALL BUSINESS EXHIBITS IN RELATED BUILDINGS 


One possible method of giving small business representative space in the 
industrial and transportation sections of the fair would be through inclusion 
in the rent agreement between the fair and the large exhibitor a clause stating 
that a certain percentage of the floor space be set aside for this purpose. 

Many large businesses today are realizing the goodwill aspects of informing 
the public of the interdependence of large and small businesses. Speeches have 
been made on this subject by some of the major executives of the country. It is 
believed that, if the subject were tactfully and skillfully presented to the large 
exhibitors, many of them would willingly cooperate. Some would undoubtedly 
wish to have their buildings emphasize their dependence on small resources 
whereas others would stress the smaller customers. This option should remain 
with the large concern erecting the building. 

It might be well to point out further the conservatism of the potential number 
of exhibitors. John W. Hill, in his book, “Corporate Public Relations” indicated 
that 50 aircraft companies have 50,000 suppliers, General Motors has 21,000 
and General Electric 42,000. 

Similar thought might be given to including small enterprise exhibits in build- 
ings of local governments, arts, sciences, health, and conservation in other 
sections of the U.S. exhibit area. 
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SMALL BUSINESS EXHIBITS IN INDUSTRY GROUPINGS 


Those industries composed largely of relatively small businesses might wish to 
pool their efforts and have an industry exhibit. It is understood that this highly 
desirable approach is already being effected by the furniture and home furnish- 
ings industries. Whenever the fair can promote such an undertaking it is 
believed that it will be desirable to do so. 


A SPECIAL SMALL BUSINESS BUILDING 


It will undoubtedly happen that many small businesses, for One reason or 
another, will be unable to obtain space according to any of the foregoing methods. 

It is therefore suggested that a special small business building be erected to 
take care of their requirements. 

We might assume that 25 percent (500) of the small businesses wishing to 
exhibit in the fair would be in this special building. With 500 exhibitors each 
requiring 215 square feet of exhibit space, and with 40-percent allowance for 
aisles, administration, lobbies, public toilets, personnel locker rooms and toilets, 
and service facilities, the requirement for a building will be 180,000 square feet. 

In order to obtain such exhibit area with a minimum amount of ground space 
it is sugggested that a four-story building with a base of 45,000 square feet will 
be most suitable. In view of the fact that this building will house 500 exhibitors, 
it is requested that a building of this size be given serious consideration. The 
cost breakdown would be as follows: 


Building (180,000 square feet, at $24) _..........._._.__.______.._...- $4, 320, 000 
meee we erocen ee Ormeere bos ei 5 259, 000 
Outside lighting, paths, topsoils, bushes, and landscaping________--- 100, 000 
I I i ae caren Snow nt emo 150, 000 
Land (45,000 square feet, at $4 per year for 2 years) -----_-_-___-__ 360, 000 
I a a he ss wre me eminiomis 360, 000 

a i seh aes tks a ih mess idle beste anne 5, 549, 000 


With 500 exhibitors the cost per exhibit space will be $11,100. 
OFFICIAL APPROVAL OF EXHIBITS 


As part of the contract the exhibitor should advise the fair and the host build- 
ing regarding the item or items to be exhibited and seek approval for them. 
Subsequently the exhibitors should submit sketches of the proposed exhibits, 
already approved by the host building, and these, too, should receive approval 
from the fair. 

SMALL BUSINESS BUILDING THEME 


It is suggested that the main lobby of the building might have a display which 
would dramatically point out the importance of small business in the American 
economy. 

A WORLD’S FAIR COMMITTEE ON SMALL BUSINESS 


In order that adequate standards be maintained for all small business exhibits, 
regardless of location, it is suggested that a World’s Fair Committee on Small 
Business be created. In this committee would be vested the authority to approve 
the location and manner of display of all exhibits. This committee might be 
composed of former Government officials, an industrial designer, an advertising 
executive, a public relations executive, a banker and some of the members who 
represent small independent businesses on the Business Advisory Council of the 
U.S. Department of Commerce. 

It is suggested that all those chosen to serve on such a committee be located in 
the New York area so they might be available for meetings. 


STANDARDS OF QUALIFICATION FOR SMALL BUSINESS 


It may be deemed necessary to establish certain arbitrary standards for those 
concerns who should qualify as small business. 

Our suggestion might be that the percentage paid by a small concern should be 
no less than that paid by a large concern in the same industry. In the event 
that there are no large concerns in the same industry maintaining exhibits in the 
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fair, then the counsel of the appropriate trade association might be sought and 
the decision made by joint agreement between the interested concern, the trade 
association and the World’s Fair Committee on Small Business. 


A WORLD’S FAIR CORPORATION FOR SMALL BUSINESS 


We have talked with legal counsel and are prepared, with the approval of the 
World’s Fair, to establish a corporation bearing such name as the Small Business 
Promotion Corp. 

The purpose of this corporation would be to assume exclusive responsibility for 
the rental of the ground from the fair, construction of the building, renting the 
exhibit space, and offering assistance to all small business exhibitors regardless 
of location. 

All these functions would, of course, be performed according to the policy laid 
down by the president of the New York City 1964 World’s Fair and the World's 
Fair Committee on Small Business. 

It is suggested that an overall rental charge of $15,000 be paid to the corpora- 
tion by the exhibitor. This would amount to $60 per square foot or a total of 
$7,500,000. Applicable against this would be the $5,549,000 delineated earlier in 
this report. 

There would be, therefore, a gross profit of $1,951,000. Against this would be 
allocated the following expenses : 


Building maintenance at $5,000 per week___-._______-_____-________ $500, 000 
a a ae 360, 000 
I Nass gatnace core te ton ce esl dacs Ald on cv a echt ee 60, 000 
Cr nt gc. ats sald oe seca scheaes se Sores elaachacanimkcseae 25, 000 
OP RPEAS RI CON DENNIS is sacar raat prin leet esn ni dh bebop cashew 175, 000 
ees Die COCO oN ke ibe mci cmd dwueew@eisiedes on 50, 000 

ON aie eee Se Seeks Stl Se aia er eas 1, 160, 000 


Sufficient funds to initiate the operation of the corporation might be obtained 
within 60 days of the approval of the fair of this type of program. 

We are prepared to submit a budget which would include our proposed markup 
on rent and the manner in which we would determine fees for other services 
requested in addition to all items of expense. 
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Attachment B 


Small Business Promotion Corporation pro forma income and expense account, 





















































1961-66 
‘ : | 
Year Income Expense Balance | Cumulated| Interest at 4 percent Return 
balance 
| 
ta $825, 000 $434, 000 $391, 000 a ae padienne | acs 
ath demented 3, 075, 000 2, 745, 000 330, 000 721,000 | On $300,000—$12,000.... pit penacaees aleve se 
bid Srcdekem ane) 3, 600,000 | 2,353,000 | 1, 247, 000 1, 968, 000 | On $600,000—$24,000___}............ 
Bie lict tintistinepbalocciatewe aide 699, 000 (699, 000)| 1,269,000 | On $1,200,000—$48,000_|.........-__ 
a i ls cet ciate 338, 000 (338, 000) 931,000 | On $900,000—$36,000_._|.......-.._- 
CR Bei cee 205, 000 (205, 000) 726,000 | On $900,000—$36,000___|...........- 
Totel...is 2. 7,500,000 | 6,774, 000 FORO T 3F~ cendsc 156, 000 $882, 000 
Pro forma operating statement 1961-66 
| | 
1961 1962 1963 1964 | 1965 1966 
Rent income: | 
Number, letters of intent ...........-- (150) | (200) } a al e 
10 percent, letter of intent__.__.---.--- | $225,000 | $300,000 | $225,000 |....-.-- piccesssasedlanaauccaia 
Number signing lease_._...........--- | (100) (150)  niipinucetlodwnenoukeldbacndecs 
40 percent on signing lease _---______--- 600,000 | 900,000. |1, 500,000 |.........-|..-----.-.]----...2.- 
Number of exhibitors_..-........._--- Soca aauae (250) ae 
50 percent on receiving certificate _..._|__....._._|1, 875, 000 |1, 875, 000 |- Lociesnualverewet setiGebunmaces 
NN. 5. aos. oo -n ee. | 825,000 |3,075, 000 |3, 600,000 |........_.].-----.--_]----.---- 
Expenses: Rental to fair: | 
10 percent, letter of intent___...-..- sr I Dt A reer Es Pe 
40 percent, on signing lease ____---..-- 144,000 |__---- L ecra eas i ahaa kas egies eal ae Sa 
50 percent construction start__---_- pHi sen addedin SORjG08 til... c.4.. Wi dos easton ddl Reese cle es 
NS i nino ce eaten Reenter ed altel ba ben ail gt> umes be ot eatauel s EE Ie axGuisbe ail bacundaoak 
ge See tee ela neta ee 2, 320, 000 |2,000,000 |____-- Pe AS Re Neer Re see 
Fees (architects and engineers)__......| 100,000 100, 000 Ee Ta cscctacosloe hosel Re 
SINND.S. SRG ka bbb sine eaesdht ~Lnddlede cdl. t5ck! ROO Hoste. i de milat Ladki 
| "EES ees | 2k messianic ee epdie RGR Doce cm scicn dt ialeem ay dak 150, 000 
I ere 12, 000 12, 000 12, 000 12, 000 DT Reiameiecenn 
ON ee ee | 55, 000 55, 000 55, 000 40, 000 I ce citacinn 
I meacaiccbeiincaientendccacd 25, 000 25, 000 25, 000 20, 000 SU I i oo da 
‘aan ae Malling. .................- 7,000 8, 000 7,000 | 2, 000 EM Acscccnns 
I Ss ee ob ause 35, 000 35, 000 35,000 | 35,000 Ba Soe 1........ 
Legal and accounting ------ sittin ine 20, 000 10, 000 10, 000 5, 000 5, 000 5, 000 
I avd li oniaegingerenal oases Ganaeniasn |} 50,000 225, 000 226, G00 j....... 
aa scat siemilh Sosbinirsinent oomiae teow diana benleieaieancead ae. ol 50, 000 
etal erent... ....5..:....---.. 434, 000 |: |2, 353,000 | 699,000 | 338,000 | 205, 000 
| | | 
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Attachment C 


PROCEDURE FOR GETTING EXHIBITORS 


1. Mailings would be sent to a selected list of trade associations, say 1,000 
out of 2,500. 

2. Fifty trade associations might reply stating that some of their members 
might be interested. 

3. These 50 would be called on personally with the hope of—(a) Getting them 
to take a block of space for their members, or (b) Getting lists from them of 
potential exhibitors. 

4. The average size of lists might be expected to be 25 each. 

5. Assuming no associations choose alternative 3(a@), then 1,250 contacts 
would be required. 

6. Initial interest could be ascertained by mail and telephone. This might 
‘eliminate one-half the firms, leaving 625 to call on. 

7. Assume an average of three calls each would be required to produce either 
a letter of intent or a negative decision. This would mean 1,875 calls, 

8. Possible acceptances on this culled basis would amount 'to about 25 percent 
or 150. 

9. As this would be the number desired for 1961, the number of calls would 
be 1,875. With 200 working days in the year, that would mean 9.3 calls per 
day. 

10. Assuming that an average of two calls per day per person would be 
possible, five salesmen would be required—or one executive at $25,000 and four 
salesmen at $7,500, for a total of $55,000. 

11. Leads developed from the contacts of 1961 might average one apiece, 
or 625. 

12. Perhasp one-half these, or 300, might express interest and necessitate 
three calls each—to produce either the letter of intent or a negative decision. 
This would mean 900 calls. 

13. These might produce one-third successes or 100 letters of intent. 

14. Publicity resulting from successful calls and advertising of exhibits might 
produce 200 inquiries. 

15. One hundred and fifty of these might require three calls each or 450 calls 
and produce 100 acceptances. 

16. Thirteen hundred and fifty calls in 1962 would produce 200 acceptances. 

17. To be safe the same sales force should be retained for 1962. 

18. One hundred and fifty more exhibitors must be found in 1963. 

19. The Small Business Administration and the State development agencies 
could supply lists. 

20. The basis of a sound public relations program enthusiasm would have 
been developed from the program. 

21. Assume the same number of calls for 1963 as for 1962-1,350 to get the 
150 exhibitors. The same sales force will be required. 

22. Assume 5 percent of those who signed letters of intent withdrew—there 
would be a shortage of 25 exhibitors. 

23. Five hundred and twenty-five more calls would get the total up to the 
figure for 1961. These, carefully planned, should produce the extra 25 exhibitors. 


Year Calls Amount 
ee SE i 2 td he esate aanaacaeiebiencbinaeetecide 1, 875 $55, 000 
i a rr re re ad ee anaaneeneaTeer 1, 350 55, 000 


ie tincain0cscksabebedebenckaaadcanudananasepansnasassacsesasuadsensnancnse 1, 875 55, 000 
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Method used to arrive at solicitation costs 


Mailings Amount | Successes} Cash and 





receivables 

1961 
ED SOO OE BRO oid cede dcciongcensacncsumasesnsscnnadinaweneaes De Risidcnstctttadendiabenson 
Bas MEF Gn ccc cecicinasipeeeeniioemnbeaeenseimercngmieamamaiinn a Tae 
6 dhdeidenh dadcbi cchénncbtbsnbeatacddéensdnbetdakdatecpbndanhbtinds GUE Ldacdiiuie ucndedanades 
CRs Bb ecw ciccesscnuee his isa tala mail ip haan asap ardent antinori ee taaaddkaseona 
NG iiih 31a ca deanunb na cow eneed miaoiauseaee ed aettniawonulcte idcaans OO lsctsudiadbaucnnasecee 
GAY BO icin ses ecdb dads indus dindibabldbhibadktcdavhetek tien UA Sind sth lasckptewee 
te: . cantinaddwitiieebdons ducing heer cek Maudsedsabeee nana ORG Bins otk: $2, 250, 000 

1962 
De, 2.900: 06 EB GONE. ccicccccinnsnnesecsecngesgtuntsbehedsienubs DON Fahd ncdsebbeesbsntoasce 
Dt... duiduchipcuseaaddagabbnctesapeh dteuneasahentaaglanayaaeaeeuen | ee eee ee 

Calls: 

Nh cinta < crdreniptbs tettaannsaniined bicaine eed aera eieipiapis pein igre pltetliiaciig panitnibite igual BE i tiimnhiinams 
lode niwendadgucsescupacdescdengnaapedenatekdueeussnuabbonuaeedieaneeuanae DEP Bccsveastice 
TOPOL. .0<6<0 ugdened ctiiblinde dst h sds cdicip bt ttebbubets aeieke iO 955-44d86 nda ccakeseesen 
Ss, rncnninnethvnhabannaswGhh dekatmabeenaantathmepegiaaavaeens FEU Rasenckésnslsbnensgdunes 
ch S cughl dive inintiannicidematatadenienmecmtmieklaiemled GOee bedencucess 3, 000, 000 

1963 
nn, 1 Cle. acugcdaaacwannemniacsuehngaeuadiadh inuad waetaeliea SAME Ut sdk nootdiraieinwanawertes 
PER cebaakineesdakias anacounddshbiccane<édddabbeaks bendulodedicionadwanste SO Gn ug Bas dNs 5c 5LikSs3~ 

Calls: 

Pe ickiicdancdptnchedeechocssacndunndasdscbdeusds secant utuaguecuaktbsaceuaiam TOO Tiacabteckics 
PRE Sibivhs cowisatlhs dpwhhde nun ti deaehse bpeeiewnds éntinnd> calginaeliiai emma Fe Devan tanndiules 
Rg pitch ddte ks Cencemdntnekadeumibmmns suse aera aoa euadedase tee hao oo toi ne 
PN Gi scicccicn is sins endanusednasdedseetenendanmaesathnngmesaaeen SGD Bick css cecsl eet 
a oo cciecbtectcecdsdiseennttel edudckbbictasaddah vndeawbtuennss | eee 2, 250, 000 
UT OUI Saco acc cacsdateccdetescanas stacexeetaeeeetoseous SORE cane ties ee rane 
CAPE CRONIES iam Sa ed nti oni 1555 betes Sees + 4d. ein gas ote dd dates eho 7, 500, 000 


Mr. Warrs. Mr. Chairman, we have two other scheduled witnesses 
for the afternoon. 

Is either Mr. Scavullo or Mr. Aranow here? 

(No response. ) 

Senator Javirs. Does anyone else desire to be heard ? 

Mr. Warts. Mr. A. Perlman. I do not know the nature of his 
testimony. 

Senator Javirs. Mr. Fiske, did you wish to be heard further? This 
will be added to your testimony. 


STATEMENT OF REDINGTON FISKE, EDITOR, EXPORT TRADE 
AND SHIPPER—Resumed ** 


Mr. Fiske. Mr. Senator, I would like to suggest one project which I 
think could be quite constructive. Let me go back. 

A few years ago the Office of Small Business of what was then the 
ECA, published a directory of combination export managers in sev- 
eral volumes, which was not worth the paper on which it was printed, 
because it included anybody who wanted to have his name there, 
whether he was in business or not. 

I do think that a register, some sort of Federal register, of nonmanu- 
facturing exporters—in other words, exporters who export the product 
of various manufacturers—could be of great value, provided it gave 
a list of the manufacturers who are represented and the date of estab- 
lishment, so there would be something solid behind the name. I think 


28a See p. 112 for earlier statement. 
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such a publication could be of tremendous value to a great many small 
manufacturers who are looking for connections with exporters in re- 
lated lines with adequate experience. That is all I have, sir. 
Senator Javirs. Thank you very much, sir. 
Mr. Pertman. Will you come forward and identify yourself? 


STATEMENT OF A. PERLMAN, EXPORT BUSINESS, NEW YORK, N.Y. 


Mr. Pertman. My name is A. Perlman, 401 Broadway. 

Senator Javrrs. In what business are you ? 

Mr. Pertman. Iam over 50 years in the export business. 

Senator Javits. Will you proceed ? 

Mr. Pertman. I was not quite prepared to write or to come here. I 
did not know who was going to be here, so I will make my remarks 
brief. It will be practically a résumé of all I have heard here. 

In a way we are comparatively young in the export business com- 
pared with the old British Empire and “Ger many. The British Em- 
pire is slowly going to pieces, and we will have to take over. England 
grew mostly on account of small business people. There were thou- 
sands and thousands of exporters in London who developed and made 
England the great empire it was, and now we have to fill that gap. 
That is very important. 

As far as subsidies are concerned, Mr. Senator, you mentioned that 
we cannot talk about this as it would mean retaliation. We cannot 
talk about subsidy on account of your being afraid of retaliation. Ex- 
actly, that is what we have to do, because Germany and Japan openly 
and secretly give subsidies to the exporters, and we have to do the 
same thing. “That is a fact. If you will investigate that, you will 
find that what I am saying is the truth. 

As far as the insurance is concerned, it is inadequate. In England 
and Germany there is an insurance which is very good and covers all 
countries. Why shouldn’t we have the same? 

Coming back to the question of subsidies, if, for instance, the Ger- 
man Government gives subsidies to exporters on the latest industry, 
plastics—we only recently had a letter to the effect that we cannot 
compete any more in this hemisphere by 30 to 40 percent below our 
costs that we have been selling at lately and cannot sell any more. 
That is the substance of all the letters we are getting now from various 
countries all over the world, and we are dealing with over 50 countries 
all over the globe. I have traveled all over the globe and I know what 
I am talking about. 

The question of trade fairs is perfectly all right, but they would 
not do any good unless we can give the ‘foreign countries the right 
kind of goods at the right price. “So if other countr les give a subsidy, 
let us say of 20 percent, we have to retaliate by giving a subsidy of 2! 
or 30 percent. Otherwise, we cannot compete any more. 

We are losing one market after the other right here in Central and 
South America. You don’t have to go any further. I am not talking 
about India or the Philippines or the Mediterranean or the Near East. 
It is the same story all over that we hear lately. 

Our big concerns are going to have more and more of a surplus, 
and to make money these big concerns will have to get rid of their 
surplus. Very often their whole profit is in the surplus they have, and 
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if we can’t get rid of the surplus through export, then we are running 
into trouble. 

As far as extending exports in combination with extended imports 
is concerned, that is perfectly all right but—and I am talking against 
my own interests because we also import plastics, although we export 
plastics mostly, and the whole chemical industry is interested in that— 
we need those imports, too. 

Our labor will not only complain but they will work against it, so 
the only thing to do is to raise some duties on certain products, but 
goods will have to be imported. Otherwise, we will not be able to 
export. There is no question about it. But we can protect our labor 
by raising certain duties on certain articles. 

Senator Javirs. Would you raise duties on the very articles that 
you feel we have to import in order to expand our exports, or different 
articles ¢ 

Mr. Pertman. You see, there is an old Latin saying, one hand 
washes the other. Those are arrangements that have to be done 
through the State Department or the Department of Commerce. 

Senator Javits. In other words, you are not passing on what we 
should raise our duties on and what we should lower them on / 

Mr. Pertman. No; even though I hurt myself, I am not thinking 
of myself. As a matter of fact, this small business is all connected 
with our big business. It is all one picture. We have to be very 
careful and start to decentralize. So far we are overcentralized, and 
we have to start decentralizing. 

We see what is developing in other countries and we have seen 
that in Cuba, for instance. They do not like the big companies, so 
the smaller companies are getting more important everywhere. And 
the life of any country, the life of anything—we ourselves with our 
nerves and everything—it consists of so many small nerves that are 
absolutely necessary in order that the whole structure works right. 
Small business has to be attended to in the proper way. For this 
reason we need an export credit insurance which is at least as good 
as what England and Germany had. There is no question about it. 

If you have any more questions, I will try to answer you. 

Senator Javirs. I thank you very much, Mr. Perlman. 

Mr. Warrs. Mr. Chairman, Mr. Edward Ross Aranow. 

Senator Javirs. Come forward, please, Mr. Aranow. 

Mr. Warts. Mr. Aranow represents the American Exporters Asso- 
ciation, some of the members of which are here. They have a problem 
which is completely different than any we have heard yet. 


STATEMENT OF EDWARD ROSS ARANOW, ESQ., REPRESENTING 
THE AMERICAN EXPORTERS ASSOCIATION, NEW YORK, N.Y. 


Mr. Aranow. Senator, your counsel have asked me to come down 
here to give you a very brief statement. I have not prepared a 
written statement, 

Senator Javits. All right, go right ahead. 

Mr. Aranow. But I can be very brief. 

po : ; : 

The message I wish to convey, I believe, will be of interest to your 
committee in that it affects, first, small business in the United States 
and, secondly, the export trade of the United States. 

63067—61——10 
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The association, of which I am counsel, was recently organized 
by a group of independent exporters. These people are not manu- 
facturers or producers. They are the middlemen between the manu- 
facturers and purchasers abroad, and they perform the important 
service of going abroad, promoting American products, obtaining 
purchase orders, and then coming back to the United States and filling 
those orders and thereby helping create a market for American 
products abroad. 

An important segment of that business relates to the export of 
American automobiles, and a strange problem has arisen with respect 
to the export of automobiles. The fact is that the large manufac- 
turers of American automobiles have been discriminating against and 
preventing the sale by these independent exports of American auto- 
mobiles abroad. This may seem a little strange. 

The main purpose of the American manufacturers in doing that 
is to protect their own franchise dealers abroad with whom they have 
contracts, and they are trying to channel all purchases to a particular 
country, all sales to a particular country, through their licensed, fran- 
chised dealer in that country. The manufacturers have blown hot and 
cold on this thing. 

For periods of time the manufacturers have permitted the sale of 
American cars to our independent exporters in this country for ex- 
port abroad, and then at other times announcements have been made 
by the manufacturers—and almost always in concert; they all do it 
at about the same time—announcing that they will not accept or fill 
orders for export. The way they are able to effect this is through the 
use of our tax law which imposes an excise tax on American automo- 
biles for sale in this country. The manufacturer pays that tax, and 
it amounts to about 10 percent. 

The law as it is presently written also provides that an excise tax 
can be remitted where the commodity, in fact, has been exported, but 
there is an exception written into that Jaw which says that with re- 
spect to automobiles and refrigerators the excise tax cannot be re- 
covered unless prior notice was given to the manufacturer that the 
article to be purchased was for export, so that it is necessary for these 
exporters to inform the manufacturer that the purchase is being made 
for export. And unless they give that notice, they are unable to get 
back the excise tax, even though the article has been, in fact exported. 

The manufacturers on receipt of this notice, therefore, are in a posi- 
tion to fill the order or not, and, in the last 2 years they have elected 
not to fill the orders. 

The result of this has been that in quite a number of cases these 
small, independent dealers have lost a great deal of their trade 
abroad. A number of them had actual confirmed orders from abroad, 
and then they came to Mr. Manufacturer or to a domestic dealer and 
said, “We have an order here to fill for export.” And the dealer had 
to tell our people that he is unable to fill it because he has instructions 
from the manufacturer not to accept such orders for export. 

The result has been that these independent dealers have lost custom- 
ers. These customers, we understand, have turned to the purchase 
of foreign automobiles. There has been a loss of goodwill with re- 
spect to American business, all of which hurts, as I said at the be- 
ginning—it hurts the small businessman who is conducting this im- 
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portant business and service, and it is doing a disservice to American 
trade abroad as well as causing a loss actually in millions of dollars 
of exports of American automobiles. 

I have limited my statement, Mr. Senator, to generalizations. I 
can supply you with the particulars with respect to the citations of 
the statutes, the authorities, the other legal bases for the statement 
which I have just made. 

Senator Javits. We certainly thank you, Mr. Aranow, for calling 
this matter to our attention, and, again, I am essentially a lawyer 
by training. We have your side of the case. We will certainly ex- 
amine into the question, because what you say smacks not only of the 
abuse of our tax laws but perhaps also the abuse of our antitrust laws. 

Mr. Aranow. Exactly. 

Senator Javits. So we shall certainly have a good hard look at what 
you have put before us and see if there is any basis for action about it 
and protest about it. We certainly appreciate your coming here. 

Mr. Aranow. If I can be of any further help 

Senator Javits. The staff will unquestionably call on you for spe- 
cifics as we might get into it a little more deeply. 

Mr. Aranow. Thank you. 

Mr. Warts. Mr. Chairman, may we insert in the record after Mr. 
Aranow’s testimony a letter received by the committee from Mr. Max 
Bloom of Con-Field Motors Export C, Inc., with a copy of a letter 
Mr. Bloom addressed to Congressman Keogh, dated December 30, 
1959, regarding the automobile import situation ? 

Senator Javits. The letters will be received. 

(The letter referred to follows :) 





UXHIBIT 12 


Con-FIELD Motors Export Co., INc., 
New York, N.Y., November 2, 1960. 
U.S. SENATE, 
Select Committee on Small Business, 
Senate Office Building, 
Washington, D.C. 
(Attention of Mr. Raymond D. Watts). 


Sirs: Regarding our discussion, held in your office last week, I am enclosing 
herewith a memorandum prepared last December 30, 1959. This situation has, 
however, become worse, and at the present time, we have in our possession im- 
port licenses for approximately 1,000 cars. To date, the various factories have 
refused to accept any of these orders for 1961 models. 

On some occasions, some of the factories have supplied us with cars. When 
we made our request for the 1961 models, we were told that they had given 
complete jurisdiction to the supplying of these cars to the branch managers in 
the countries from where the orders originated. I was told to contact these 
branch managers, which I did. I was informed by them, that they were definitely 
not going to give anyone any cars, except to their franchise dealers. I was 
also told that the various factory representatives in Bogotdé, had decided at a 
meeting, upon this course of action. 

It would appear, therefore, that in addition to the restraint of trade and other 
violations, by the factory’s decision, that a conspiracy has been entered into. 

In the past 6 months, manufacturers of foreign cars have made tremendous 
inroads in supplying cars and trucks to Colombia, resulting in a loss of approxi- 
mately 50 percent of sales of American cars and trucks, as well as parts. 

This has been a substantial loss of business to this country, all because of their 


refusal to cooperate with the exporters, who have been a source of great help, 
in the past. 
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Our clients have advised us that unless we can secure these cars from the 
American manufacturers, that we submit these orders to European manu- 
facturers, which cars they will accept instead of the American-made units. 

This situation can be corrected by the passing of the present bill, H.R. 161, 
which would enable the exporter to purchase these cars from local dealers, and 
then after shipments, request tax refunds upon proof of export. This right at 
present, is denied the exporters, on automobiles only. There is also the question 
of restraint of trade and violation of the Antitrust Act. 

It is my hope that the exporters in this country will not be completely forced 
out of business, although many exporters have had to quit. I am sure that it was 
never the intention of the U.S. Senate or Congress to pass legislation of such 
a highly discriminatory nature as to prevent exporters of automobiles and trucks 
and automotive parts, to apply for a refund of Federal tax on export shipments, 
whereas exporters may apply for tax refund on everything but automobiles. 

The tremendous loss of business on sales of cars, trucks, and automotive parts 
by the United States is evidenced in the various publications, such as: 

On October 26, the Journal of Commerce printed these three important items: 

(a) “Bogoté Plant To Make Dump Trucks, Chassis.” 

(b) “Colmotors To Assemble 5,000 Austins.” 

(c) “High Tax on New Autos Seen Cutting Into Sales” (4,000 American-made 
models were imported, and 3,854 European and Japanese models). 

It is time that definite action be taken by the Senate Investigating Committee 
to correct these ills, and we appeal to you for such immediate action as can 
possibly be taken now. 


Very truly yours, 
Max J. BLoom. 


Exnisir 12(A) 


Con-FIELD Morors Export Co., 
New York, N.Y., December 30, 1959. 


Hon. EUGENE J. KEocuH, 
New York, N.Y. 

DEAR CONGRESSMAN: In 1956 General Motors notified all its dealers that they 
were discontinuing the acceptance of orders for export purposes. At that time 
we had a number of truck orders pending with GMC Truck Division, and im- 
mediately wrote to them. Our letter to GMC is as follows: 

“Your recent past and presently continuing efforts to oblige my clients to pay 
excise taxes which are neither due nor owing, is to say the least, a highly im- 
proper and illegal practice. 

“You have for very many years unfailingly and promptly refunded these taxes 
upon presentation of the proper supporting documents indicating that these 
vehicles left the country. Your present studied policy of insisting that orders 
which are for export be changed and falsified to make it appear that they are 
for domestic use does not alter the fact that they are truly for export and that 
no excise tax is due. 

“Such conduct ill befits one of America’s great corporations. I seriously doubt 
that the U.S. Government, through its Bureau of Internal Revenue or its Treas- 
ury Department, will join you in this obvious conspiracy to collect an undue 
tax and to violate the Internal Revenue Code, the Sherman Act, the Federal 
Trade Commission Act, and the Automobile Dealer Franchise Act.” 

As a result, after several conferences, General Motors Corp. rescinded their 
actions, agreeing to accept orders threugh their dealers organizations for cars 
and trucks for export, if orders so submitted were sent to the factory as an export 
order. Bach car that was shipped from the factory to the dealer for export 
contained necessary export mandatory equipment for the country to which it 
would be shipped, which means that the motor had to have certain adjustments 
adaptable to the specific countries. 

General Motors continued to do so until November 18, 1958, at which time they 
notified their dealer organizations that they were going to discontinue the sup- 
plying of cars and trucks to their dealers for export purposes. We attach 
herewith photostatic copies of letters dated November 18, 1958, by Chevrolet, 
November 21, 1958, by Buick Motor Division, and November 26, 1958, by GMC 


Truck & Coach Division. 
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The terminology of all three letters are alike. It is interesting to note that 
on page 2, they write, ‘‘A General Motors dealer may sell the products, which 
he purchases from General Motors Corp. to anyone, anywhere, and at any 
price.’ They also state on the same page that “The car and truck divisions 
of General Motors Corp. will not allocate passenger cars and trucks to domestic 
dealers for export shipment.” 

Also enclosed herewith is a copy of a letter dated January 20, 1959, Bulletin 
No. 19 from Chevrolet Motor Division, in which they attempt to clarify the 
refund for export tax. 

What is most amazing is that General Motors apparently seems to be dic- 
tating the terms upon which export taxes are or are not refundable. This 
we believe is restraint of trade. We also feel that this is a violation of article 
1, section 9, paragraph 5, which states “No tax or duty shall be laid on articles 
exported from any State” (taken from the Constitution of the United States). 

On December 10, 1958, we wrote to General Motors Corp., Chevrolet central 
office (copy and reply enclosed). A similar letter was also sent to GMC Truck 
& Coach Division, which they acknowledged on February 9 (copy enclosed). On 
March 10, 1959 we again wrote to GMC Truck & Coach Division to which they 
replied on March 31, 1959. 

We are also enclosing herewith a photostatic copy of the article that ap- 
peared on December 19, 1958, in the U.S. News & World Report, in which 
Ernest R. Breech, in a statement to the U.S. News & World Report sums up 
the international picture with statements of the tremendous losses taken by 
our American manufacturers because of its neglect on the development of the 
export business. 

Strangely enough Ford Motor Co., who had been accepting orders for ex- 
port, advised us that they were thinking of following General Motors’ policy 
and several weeks after General Motors’ action, they too notified their dealers 
that they were discontinuing acceptance of export orders. We, Con-Field 
Motors, had two of their factory representatives call at our office to discuss 
the export situation at which time they revealed the above facts. Chrysler 
Corp. have also set up new regulations regarding their export business. 

We enclose herewith a copy of a letter sent by General Motors Corp. to Mr. 
L. Goldman of Coastline Commodities Corp. (who you will recall accompanied 
me on my visit to your office). Also enclosed is a copy of a letter dated No- 
vember 6, from Chrysler Corp. also addressed to Coastline Commodities Corp. 

The letter from General Motors advises that they are notifying all of their 
dealers that Coastline Commodities Corp. intends to purchase cars for ex- 
port, and therefore they will not be in a position to accept orders from any 
authorized dealers handling General Motors’ products on such orders. Here 
again we believe we have restraint of trade. 

The situation is rather complex, but we feel that there are numerous viola- 
tions of various Federal acts as well as a violation of the Constitution of the 
United States. We do feel that our immediate recourse would be the passage 
of the pending Kilgore bill, H.R. 161, which provides for the refund of excise 
tax for articles exported by persons other than manufacturers, producers, or 
importers. 

We would appreciate your advising us if anything can be done and if so, what 
your fee would be to handle this matter. 

With many thanks for the courtesies extended to our committee and with 
best wishes for the New Year, I am, 

Very truly yours, 
Max J. BLoom. 


P.S.—I have just received a copy of Chrysler Corp.’s letter to Rosar Trading 
Co., dated October 21, 1959, which is extremely interesting. 

Senator Javirs. At the same time I would like to include in the rec- 
ord a statement made by my colleague, the distinguished Senator 
from New York, Senator Keating, on the subject of the committee’s 
hearing today entitled, “Calls for Expanded Export Credit Guar- 
antees. 
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Senator Keating’s statement will appear in the text of the hearings 
in full and should properly follow the statements made by the mem- 
bers of the committee.*° 

Mr. Sruutrs. Mr. Chairman, may the record show that Mr. Wallace 
A. George, foreign traffic representative, Pennsylvania Railroad and 
Long Island Railroad, is present as an observer in connection with the 
railroads’ interest as a common rail carrier in problems of small busi- 
ness export sales efforts ? 

Senator Javirs. The record will so state. 

At this time I would also like to include in the record a letter re- 
ceived from Ad. Auriema, Inc., exporters, signed by its president, 
dated November 14, 1960, also making some suggestions about the 
long-term credit needs of American exporters; a telegram from L. P. 
Turner, export manager of the Wilson Rubber Co., of Canton, Ohio; 
and a statement on small business exports in the world market sub- 
mitted to us by Dee G. Davis, business development manager, Over- 
seas Management Services, Inc., of New York City. 

(The documents referred to follow :) 


ExHIsIT 13 
Ap. AURIEMA, INC., 
New York, N.Y., November 14, 1960. 
Re Senate Small Business Committee. 
Hon. JOHN SPARKMAN, 
U.S. Senate, 
Washington, D.C. 


Sir: I regret that it has been impossible for me to acknowledge your invita- 
tion and make a statement available at the committee’s offices in Washington. 
I have been away on a trip and have just returned to the office, today. 

However, I should like to make a generic statement, as follows: 

Foreign competition being what it is today, the U.S. exporter may combat 
it if he can grant, speedily, relatively long terms of credit. Any Japanese ex- 
porter takes it as a matter of course that he may grant 180 days’ credit which 
will be approved by MITI (Ministry of International Trade and Industry). The 
American exporter does not have that facility but has to go through substantial 
redtape before he obtains such approval from either private or government in- 
stitutions. 

Hence, streamlining short-term (up to 6 months) credit redtape will cer- 
tainly give a substantial boost to the small business exporter. 

I am at your disposal for any further information you may want on this phase 
of export business. 

Yours very truly, 
Ap. AURIEMA, President. 


ExHIsiT 14 


TELEGRAM FRoM L. P. TURNER, EXPORT MANAGER, THE WILSON RUBBER Co. 
CANTON, OHIO 


CANTON, OHIO, November 8, 1960. 
Hon. JoHN J. SPARKMAN, 
U.S. Senate, Washington, D.C.: 


Unless concrete action taken alleviate foreign price advantages, tariff inequi- 
ties, and exports of U.S. investments and manufacturing facilities in direct com- 
petition home industry coming hearings seem useless. 

L. P. TURNER, 
Export Manager, the Wilson Rubber Co. 





2 See p. 5 for Senator Keating’s statement. 
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PREPARED STATEMENT BY DEE G. Davis, BUSINESS DEVELOPMENT MANAGER, OVER- 
SEAS MANAGEMENT SERVICES, INC., NEw York, N.Y., ON SMALL BUSINESS 
EXPORTS AND THE WORLD MARKET 


We service, on a regular retainer basis, mostly small- and medium-sized U.S. 
companies in the promotion of their interests abroad. 

We specialize in providing services to foreign base corporations for trade or 
manufacture. 

Our group organization became first active in Panama 5 years ago and now 
has New York and Swiss regional affiliates with resident offices elsewhere. 

Our pattern of growth has been in stages: 

(a) Administration of foreign base operations for client companies. 

(b) Orientation for the continued expansion of those companies abroad. 

(c) Coordination of complementary local foreign interests with U.S. firms. 

(d@) On the spot representation abroad of client companies in new areas. 

We are currently most active in Argentina, Colombia, Brazil, Germany, France, 
England, and India (aside from our operational bases in Panama and Switzer- 
land. 

We are not per se commodity handlers but because of our tie-in with financial 
and industrial interests do effect special commodity movements, often as a pre- 
liminary market penetration leading to production expressly for those markets. 

The problem that gives rise to our activity is the inability of many U.S. pro- 
ducers to— 

(a) Understand fully what they can do abroad. 

(bv) Have direct representation of their interests abroad. 

(c) Be kept up to date on changes abroad affecting their operations. 

With reference to world market competition the U.S. small business enterprise 
is at a disadvantage because the U.S. Federal laws do not adequately provide 
for: 

(a) Tax relief for foreign operations. (Western Hemisphere corpora- 
tions are a step and the Boggs bill envisioned something effective along this 
line. ) 

(b) Foreign investment guarantees and export insurance umbrellas. 

Our organization functions on the principle that by serving a number of small 
clients we can offer each one top quality executive and administrative expertise 
at a fraction of the cost which each independently would spend for the same 
functionary operation. This is the same principle abetted by law in France for 
the grouping of related small industries into a common effort for the promotion 
of their exports and interests abroad. 

The traditional exporter is often faced with certain lines no longer becoming 
exportable to given areas, but that same exporter often has expert knowledge of 
those markets and is the first one aware of potential changes. Thus he could 
(and should) be the first to realize an advantage from the change from “com- 
modity” to “technological” export. 

Although these hearings are focused on “export”? of commodities, the “export” 
of technology and know-how takes place when goods no longer can move into 
given markets (exchange and trade barriers arise to stimulate local production). 
As the small businessman has technical skills, practical know-how and (available 
capital in varying degrees) he can, if properly guided, also participate in this 
second type of “export” and should be prepared to do so when the flow of com- 
modities is being throttled. It is in this “technological” export we can perhaps 
give the most effective orientation for the benefit of the small businessman. 


Mr. Warts. We have one other witness we promised to hear, Sena- 
tor, Victor K. Scavullo of Legion Utensils. He is here now. 


STATEMENT OF VICTOR K. SCAVULLO, VICE PRESIDENT AND GEN- 


ERAL MANAGER, LEGION UTENSILS C0., INC., LONG ISLAND CITY, 
N.Y. 


Mr. Scavui1o. Senator, members of the committee, I prepared this 
statement this morning, having heard from Mr. Watts yesterday. 
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My name is Victor K. Scavullo and I am vice president and general 
manager of Legion Utensils Co., Inc., 21-07 40th Avenue, Long Island 
City, N.Y. 

We manufacture a complete line of stainless steel cooking and 
serving utensils for the hotel, restaurant, and institutional trade. Our 
products range from 1/,-ounce creamers to 150-gallon steam jacketed 
kettles. We also manufacture stainless steel sinks for the home- 
building trade and for institutional, hotel, and restaurant kitchens 
and for industrial uses as well. 

Our company has grown from a small company doing $12,000 gross 
per month in 1942 with 32 employees to a gross of more > than $200, 000 
per month with almost 200 employees in 1960. 

We have the largest variety of utensils of any company in the hotel, 
restaurant, and institutional field other than the Wearever Aluminum 
Co. 

At the present time less than 10 percent of our business is for export 
and with the recent currency restrictions in South America as is 
occurring in Venezuela as well as the Cuban embargo, our export 
sales will go to below 5 percent in the near future. 

The major countries to which we have exported were Canada, 
West Indies, and Latin America. 

We have been exporting for over 20 years and the basis for our 
sales has been the fact that we have made a unique line of stainless 
tga products which were not available elsewhere. All of our hotel 

rare is designed and geared for use in American-type kitchens and, 
shaw kitchens and dining rooms are designed by Americans in ac- 
cordance with American styling requiring ‘the use of American- type 
products, it has been necessary for the operators of such kitchens and 
dining rooms to purchase their equipment in the United States. This 
is particularly true where American management is involved, that 
is where American hotels go overseas and open installations there. 

We sell in a number of different manners, sometimes through Amer- 
ican supply houses to whom the foreign customers have come for a 
complete package, other times directly to the hotel or restaurant 
chains abroad, but mostly through foreign importers who specialize 
in foreign hotel and restaurant equipment. 

In no instance was our volume of sufficient size in foreign countries 
to warrant setting up our own branch abroad although we have had 
exclusive arrangements in such countries as Canada, Cuba, Mexico, 
and Venezuela. 

In recent years our problems with regard to export are twofold. 
In the first place, we have found it increasingly difficult and, as a 
matter of fact, impossible to compete pricewise with foreign manu- 
factured goods. The growth of imports into the United States for 
such goods for the hotel and restaurant trade has been astronomical 
in the past 5 years. 

Many of our products which were formerly unique and which were 
patented in the United States have been almost identically copied, 

articularly by the Japanese industry. These products undersell us 
in the American market, and, therefore, when we go abroad, we are 
in no position to compete with products made in Japan, Germany, 
Italy, Santen, England, and the Scandinavian countries. 
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The second problem is that it is becoming increasingly difficult for 
us to be sure of obtaining payment in a number of countries, par- 
ticularly Latin American countries such as Cuba, Venezuela, and 
Brazil. Mexico, of course, has practically banned all imports of 
manufactured goods such as ours in favor of products made in 
Mexico. The same is true of Colombia. In Canada we must com- 
pete with the preferential tariff allowed to Great Britain and other 
Commonwealth countries and Canada is also flooded with manu- 
factured goods from Japan and European countries. 

It is completely unrealistic for anyone to suggest that American 
businessmen are not doing a selling job abroad. In the first place 
the foreign market for our type of goods is limited whereas the Ameri- 
can market for a foreign manufacturer is practically unlimited, thus 
enabling him to design his line especially for acceptance for America. 
For instance, a Japanese manufacturer can design a coffeepot, gravy 
boat, or sundae cup to be used in American restaurants and come in 
and undersell us here because of cheap labor. There is no market in 
Japan for such products and any products used by the Japanese can 
be made so cheaply in Japan that it would be a waste of money for an 
American manufacturer to try to exploit a market there for Ameri- 
can-made goods. 

The second reason is as mentioned above, that the wage rates are so 
much lower in foreign countries than they are here in the United States 
that we cannot compete with foreign manufacturers in export markets 
on an equal basis. AsI mentioned above, they are underselling us here 
at home even with the tariffs that presently exist. 

The only alternative open to American business is to expand abroad 
by building plants abroad and utilizing the foreign labor. This may 
be all right for such giants as General Electric and Ford Motors and 
the others. It is practically an impossibility for a medium-size or small 
business such as ours. 

You gentlemen must realize that to sell abroad requires a consider- 
able expenditure of money. Salesmen must be paid and traveling 
expenses and there are considerable expenses involved in traveling. 
If there is no possibility of getting a return in such substantial sales, 
such expenditures are not justified. 

It seems to me that in the case of American manufacturing industry 
as a whole with a very few exceptions, talk about reducing foreign 
tariffs is just window dressing. Unless there happens to be a shortage 
of a particular type of product in foreign countries, such as now exists 
with certain types of machine tools or where there is a new design 
involved such as certain types of textiles, we cannot expect to compete 
abroad with foreign imports. The automobile industry is a giant but 
American cars are not competing abroad unless they are made in for- 
eign plants. 

I heard part of the testimony of the preceding gentleman so per- 
haps that should be revised a litle bit, but I still know from a manu- 
facturing standpoint we cannot sell our goods abroad, on a competi- 
tive basis. 

I can only add, Senator, that this was merely a résumé of the 
position of a small manufacturing company. What we are faced with 
now is trouble in payments. We have just been stuck in Venezuela 
for about $5,000. We do not know when we will get paid, and the com- 
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pany down there is a good company, but they haven’t got the dollars 
because of a Government decree and that is becoming more and more 
prevalent. 

Thank you very much. 

Senator Javirs. Before you leave us, your main point is the Amer- 
ican small businessman is being disabled from competition abroad 
and is being endangered by competition here ? 

Mr. Scavu.xo. That is correct. 

Senator Javits. Do you think we ought to contract rather than ex- 
pand our foreign trade? Is that your idea? 

Mr. Scavui10. I meant to point out from a practical standpoint as 
a manufacturer, not as a businessman and an exporter, but as a manu- 
facturer American goods are not competitive in foreign markets and 
cannot hope to be because of the differential in labor costs. 

Senator Javirs. When you speak of “American business,” you speak 
of your business ? 

Mr. Scavutxo. I speak of any American manufactured goods of a 
small nature which can be mass produced. 

Senator Javrrs. Therefore, what do you advocate that we end our 
foreign trade effort and that we also put higher restrictions on im- 
ports in the United States? I do not quite follow. 

Mr. Scavutxo. I can appreciate the fact that you cannot follow me. 
What I am trying to say here is that I do not think that expansion 
of exports is a practical answer to the problem. They cannot expand 
it. We cannot compete. I am not trying to say what we have to do 
about our imports. The question of whether we will be able to com- 
pete with exports or not lies in the matter of wage rates, and we can- 
not control that. That is a matter that has to eS ironed out by the 
economic laws. 

Senator Javirs. All right, sir. Thank you very much. Any ques- 
tions from the staff ? 

Mr. Warts. No questions, Senator. 

Senator Javirs. Thank you, Mr. Scavullo. Your prepared state- 
ment will be included in the Record. 

(The statement referred to follows :) 


PREPARED STATEMENT OF VICTOR K. SCAVULLO, VICE PRESIDENT AND GENERAL 
MANAGER, LEGION UTENSILS Co., INc., Lone IsLanp City, N.Y. 


My name is Victor K. Scavullo and I am vice president and general manager 
of Legion Utensils Co., Inc., 21-07 40th Avenue, Long Island City, New York. 

We manufacture a complete line of stainless steel cooking and serving uten- 
sils for the hotel, restaurant, and institutional trade. Our products range from 
one-half-ounce creamers to 150-gallon steam jacketed kettles. We also manufac- 
ture stainless steel sinks for the homebuilding trade and for institutional, 
hotel, and restaurant kitchens and for industrial uses as well. 

Our company has grown from a small company doing $12,000 gross per month 
in 1942 with 30 employees to a gross of more than $200,000 per month with al- 
most 200 employees in 1960. 

We have the largest variety of utensils of any company in the hotel, restau- 
rant, and institutional field other than the Wearever Aluminum Co. 

At the present time less than 10 percent of our business is for export and with 
the recent currency restrictions in South America as is occurring in Venezuela 
as well as the Cuban embargo, our export sales will go to below 5 percent in the 
near future. 

The major countries to which we have exported were Canada, West Indies 
and Latin America. 
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We have been exporting for over 20 years and the basis for our sales has been 
the fact that we have made a unique line of stainless steel products which were 
not available elsewhere. All of our hotel ware is designed and geared for use 
in American type kitchens and, where kitchens and dining rooms are designed 
by Americans in accordance with American styling requiring the use of Amer- 
ican type products, it has been necessary for the operators of such kitchens and 
dining rooms to purchase their equipment in the United States. This is par- 
ticularly true where American management is involved. 

We sell in a number of different manners, sometimes through American sup- 
ply houses to whom the foreign customers have come for a complete package, 
other times directly to the hotel or restaurant chains abroad but mostly through 
foreign importers who specialize in hotel and restaurant equipment. 

In no instance was our volume of sufficient size in foreign countries to war- 
rant setting up our own branch abroad although we have had exclusive arrange- 
ments in such countries as Canada, Cuba, Mexico, and Venezuela. 

In recent years our problems with regard to export are twofold. In the first 
place we have found it increasingly difficult and as a matter of fact, impossible 
to compete pricewise with foreign manufactured goods. The growth of imports 
into the United States for such goods for the hotel and restaurant trade has 
been astronomical in the past 5 years. Many of our products which were 
formerly unique and which were patented in the United States have almost 
been identically copied particularly by the Japanese industry. These products 
undersell us in the American market and therefore when we go abroad, we are 
in no position to compete with products made in Japan, Germany, Italy, Belgium, 
England, and the Scandinavian countries. 

The second problem is that it is becoming increasingly difficult for us to be 
sure of obtaining payment on a number of companies particularly Latin Ameri- 
can countries such as Cuba, Venezuela, and Brazil. Mexico, of course, has 
practically banned all imports of manufactured goods such as ours in favor of 
products made in Mexico. The same is true of Colombia. In Canada we must 
compete with the preferential tariff allowed to Great Britain and other common- 
wealth countries and Canada is also flooded with manufactured goods from Japan 
and European countries. 

It is completely unrealistic for anyone to suggest that American businessmen 
are not doing a selling job abroad. In the first place the foreign market for 
our type of goods is limited whereas the American market for a foreign manu- 
facturer is practically unlimited thus enabling him to design his line especially 
for acceptance for America. For instance a Japanese manufacturer can design 
a coffee pot, gravy boat or sundae cup to be used in American restaurants and 
come in and undersell us here because of cheap labor. There is no market in 
Japan for such products and any products used by the Japanese can be made 
so cheaply in Japan that it would be a waste of money for an American manu- 
facturer to try to exploit a market there for American-made goods. 

The second reason is as mentioned above that the wage rates are so much 
lower in foreign countries than they are here in the United States that we can- 
not compete with foreign manufacturers in export markets on an equal basis. 
As I mentioned above they are underselling us here at home even with the 
tariffs that presently exist. 

The only alternative open to American business is to expand abroad by build- 
ing plants abroad and utilizing the foreign labor. This may be alright for such 
giants as General Electric and Ford Motors and the others. It is practically an 
impossibility for a medium size or small business such as ours. You gentle- 
men must realize that to sell abroad requires a considerable expenditure of money. 
Salesmen must be paid and traveling expenses and there are considerable ex- 
penses involved in traveling. If there is no possibility of getting a return in 
such substantial sales, such expenditures are not justified. 

It seems to me that in the case of American manufacturing industry as a 
whole with a very few exceptions, talk about reducing foreign tariffs is just 
window dressing. Unless there happens to be a shortage of a particular type 
of product in foreign countries, such as now exists with certain types of machine 
tools or where there is a new design involved such as certain types of textiles, 
we cannot expect to compete abroad with foreign imports. The automobile in- 
dustry is a giant but American cars are not competing abroad unless they are 
made in foreign plants. 
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There has been an increasing trend in American industry to expand in foreign 
countries by building foreign plants abroad to utilize foreign labor. Recently 
two of our steel companies, Allegheny Ludlum and Crucible announced plans for 
facilities in England and Belgium. The same thing applies to Canada. Radios, 
sewing machines, electrical goods, chemicals and pharmaceuticals and almost 
any type of product which has mass marketing possibilities. 

What is needed to aid the small American manufacturer is not emphasis on 
exports but emphasis on some type of protection at home from the cheaper 
priced foreign manufactured goods which are now coming into the country. 

Senator Javirs. There are a number of witnesses here who have 
asked to be heard who are not scheduled witnesses and do not have 
prepared statements. 

I shall be glad to call them. I hope that they will limit their re- 
marks as much as they can, as we are anxious to have the views of 
everyone who has taken the trouble to appear. 

The first witness to be added to our list will be Mr. William B. 
Scharfman, of Scharfman Bros. 

Come forward, Mr. Scharfman, please. 

Mr. Scharfman, do you desire to include this statement in the 
record. 

Mr. ScHarrMan. Yes, sir. 

Senator Javirs. Would you just let us have your views in your own 
way and the statement of Scharfman Bros. will be made part of the 
record, following your oral statement. 


STATEMENT OF WILLIAM B. SCHARFMAN, PRESIDENT, SCHARFMAN 
BROS. (EXPORTERS), NEW YORK, N.Y. 


Mr. ScuarrMan. Senator Javits, you, of course, show that you 
know the key to the whole problem when you related our exports to 
our imports before and asked a few people if they thought that it was 
worth the price of increased imports to try to increase our exports. 

Traditionally, the United States has not been too interested in ex- 
ports. We had a situation right after the war where we were practi- 
cally the only world exporters. None of the other countries of the 
world were in a position to do any exporting, and almost every market 
was ours for the taking. Since then, of course, other countries have 
gotten back on their feet, and we find the position which the last 
speaker presented where the U.S. exports are no longer competitive. 

I have been in various places and have been shown catalogs by cus- 
tomers who have gone through page after page, and showed me that 
this item used to be imported from the United States and now it is 
imported from Germany; this item used to be imported from the 
United States and now it is imported from Japan; this one used to 
come in from the United States and now it is imported from Italy, and 
so on. Of course, the easy answer always is labor costs; that labor 
costs are higher in the United States than they are in these other coun- 
tries. I am sure that is part of the matter, but I am not convinced 
that it is the entire matter. I feel that there are things that can be 
done in this country in spirt of labor costs which could make us some- 
what more competitive. I am not prepared to say what they are, 
but I do feel that a Government study along these lines would be help- 
ful to find out if labor costs really make the different. 











Lew Ue 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 14] 


Furthermore, we find the situation which is related to exports-im- 
ports in this fashion : 

Unless the entire world market increases, increasing our exports can 
only be done at the expense of the exports of other countries, and we 
have taken pains ever since the war through various aid plans, in- 
cluding the Marshall plan, to help these people increase their produc- 
tive capacity. Now, if we compete with them and knock them out, 
we will have undone all of the things we tried to do. This may not 
seem too interesting or important to an exporter who is trying to make 
a living, but to Government officials who have the problem of world- 
wide relations, it is a problem. 

The only way that we can increase our exports at the present time 
and allow other countries to go on making a living is to increase the 
entire world market, and this is a problem for Government executives. 
However, one of the ways in which we definitely will not increase our 
present exports is if we hurt our exporters, because they are the ones 
who are doing the business now, who have the know-how and who are 
going to increase our exports if it can be done within the framework 
of this expanded world market I just mentioned. 

Some of the factors in the world situation today which are hurting 
our exporters have been mentioned before. I want to review them. 

The first and most recent is Venezuela. Many of us have done a lot 
of business in Venezuela because it has been a country which up until 
recently has had a lot of dollars, and the American exporters have been 
going where the dollars are. Now the Government has passed regu- 
lations which are not too clear as to details, but they are fairly clear 
as to the fact that there will be a large delay in the exporters getting 
their money back. This not only runs the risk of delaying working 
capital, at best. It creates the risk of some exporters actually going 
bankrupt for lack of money with which to pay their suppliers. 

Another problem is Cuba. Cuba has been bad for 2 years although 
business had been possible right up until this fall and money was com- 
ing out as recently as August of this year. I have no statistics as to 
money coming out of Cuba for other exporters, but we have not had 
a payment since August. 

Now, I think exporters are a pretty independent bunch. We never 
go running to the Government for solution of our problems, but this 
is a case where it seems that the Government should be able to help. 
We have money tied up in Cuba which the Cubans have paid. The 
money is on deposit in the foreign banks, but the Cuban Government 
is not remitting it. We, therefore, are losing that working capital. 

My suggestion in my prepared statement was that the Government 
purchase those drafts and transfer this from a debt to private export- 
ers to a debt to the U.S. Government so that at least we would have 
our working capital replaced and can go out and try to increase ex- 
ports in other markets and create the service to the Government which 
it is looking for at the present time. 

Since nothing is ever permanent in this world, eventually the Gov- 
ernment of Cuba will change and our Government at that time can 
probably recover on these drafts which it has bought from exporters. 

The last case I want to present is the Dominican Republic, and I 
present this as an example of why we need commercial risk insurance 
rather than just political risk insurance. 
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The political risk insurance applies only when the Government 
actually passes laws restricting currency from leaving the country. 
However, particularly in Latin America, many manufacturers and 
many business people have as their best customer their own govern- 
ment. The government does most of the business in these countries. 

If the government runs into trouble, into financial trouble, even 
though it may not for a year or longer pass any restrictions on the 
export of dollars, it may, and very often does, slow down its own pay- 
ments to the business people in that country, so that we have customers 
who cannot pay us even though they are very good, because they have 
not gotten the money which the government owes them. 

This does not come under the heading of a political risk and is not 
insured, but we at the same time have to wait until we can get our 
money and have to limit our business or suffer financial losses. 

We, therefore, feel that the export insurance should be increased 
from only the political risks to commercial risks of this type so that 
we can at least keep going and try to increase exports which the 
Government requires at the present time. 

Senator Javirs. Thank you. 

Just aminute, Mr. Scharfman. Any questions from the staff? 

We certainly appreciate your firsthand information. It will be very 
helpful to us. We will include in the record at this point your pre- 
pared statement. 

Mr. ScuarrMan. Thank you. 

(The statement referred to follows :) 


PREPARED STATEMENT OF W. B. SCHARFMAN, SCHARFMAN Bros., NEw York, N.Y. 


An article in the Journal of Commerce earlier this week indicated that your 
committee is interested in receiving the views of small exporters with regard to 
the problems they now face in oversea trade. While we normally are not in 
the habit of writing to the Government for assistance in business matters, 
preferring to work them out ourselves, we believe there are a few places now 
where the Government could assist small businessmen at the present time. 

We are general exporters and factory representatives (what is called combina- 
tion export managers), and we would list our problems in the following order: 

1. Cuba: We have been shipping to Cuba ever since we went into business, 
but, as you know, the last 2 years have been rather difficult. However, we con- 
tinued to ship right through the middle of 1960 and were receiving payments up 
until August of this year, although in recent months payments have been made 
much slower than before. However, now with the deterioration of relations 
between our Goverment and the Government of Cuba no money is coming out, 
and we still have several thousands of dollars which have been paid by our 
customers in local currency but have not been remitted to us in dollars, and it 
appears that any payments that may be made will be very slow in coming out. 

Our own feeling in the matter is that as long as the two Governments stayed 
out of the business picture the problem, while bad, was surmountable. We feel 
that some of the moves made by this Government, while they may have been 
justified by political and foreign relations considerations, nevertheless have been 
harmful to small exporters. 

Besides facing the possibility of outright loss of money tied up in Cuba, we 
certainly face the risk of loss of working capital, and we feel the Government 
could help out in this case by purchasing our drafts at face value and receiving 
the collections if and when they come out of Cuba. This would at least return 
our working capital to us and allow us to continue exporting, which we under- 
stand is an activity in which the Government is very much interested. 

2. Dominican Republic: This country has always been a good market for 
small exporters. Recently, the Government at the OAS meeting in Costa Rica 
decided it would break relations with the Dominican Republic. At that time and 
subsequently we received quite a few orders which we were very hesitant to 
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ship because of the impending rupture of relations. However, experience has 
shown that relations are not actually ruptured, since business is being done, 
customers are demanding their merchandise, and meanwhile drafts which are 
due down there are not being paid because the economic situation in the Domini- 
ean Republic—definitely affected by the political situation—is such that our 
customers are finding it difficult to obtain funds. This is, to say the least, a 
confusing and dangerous situation. 

3. Export insurance: We feel that the program now in effect is not adequate 
for the needs of most small exporters, and we refer you to paragraph 2 above 
on the Dominican Republic. We have risks which would not be covered by the 
present insurance program because theoretically the Government is still stable 
and dollars are available. However, the international situation definitely has 
created a shortage of capital, delays payments, and causes losses to us in spite 
of the apparent outward stability of the Government. 

4. Prices and financing: The other area where we feel the Government could 
help, if it were interested in helping small exporters, would be in making a study 
of American prices as compared, for example, to the Japanese and Germans. 
It would appear that the common belief that the labor factor is the main cause 
for the wide difference in prices is not always borne out and that some Amer- 
ican prices could be much more competitive. 


Conversely, with the prosperity in Germany, we feel that some efforts could 
be made at the Government level to see that some of the prosperity there trickles 
down to the working class in the form of higher wages. This might raise their 
prices somewhat but would still leave then enough prosperity and narrow the 
gap which now exists between German and American prices. 

Of all these suggestions, we consider the first three of the most urgency. 

Senator Javits. Our next witness is Mr. Bernard Bauer. Mr. 
Bauer, is it satisfactory to have your letter go into the record as part 
of your testimony ? 


STATEMENT OF BERNARD BAUER, PRESIDENT, WEINER & BAUER, 
INC., NEW YORK, N.Y. 


Mr. Bauer. My name is Bernard Bauer. I represent Weiner & 
Bauer, Inc., 374 Broadway, New York. We are in the export business 
and have been in it for 60 years. I have been associated with it for 45. 
We now find ourselves in a position where we are thinking of dis- 
continuing our export operations completely for the very reason 
that we have no possible way of veeoome our accounts. We cannot 
find anyone who would be willing to take on this risk for reasons 
unknown. The accounts which we refer to are those that have been 
in business many years with a very fine financial rating. However, 
with what is going on in the world today, and with the unexpected 
revolutions, we cannot afford to take risks in the market wherein we 
have been doing business—namely, Central and South America. 

I understand the Government does have insurance against political 
loss, but this is not the type of insurance that is needed by small busi- 
ness concerns such as ours. I do think that the Government should 
undertake a program and charge a nominal rate of 2 percent for 
every shipment made up to 80 percent of value to well-rated concerns. 
In the event payment is not forthcoming after 9 months, this money 
should be collectible from the insurance fund and all title and rights 
reserved to the insurer. We have records to prove that over a period 
of years our losses have been negligible. Hinweis when you con- 
sider what happened to exportation to Cuba and Venezuela, it does 
not leave us any room to take further chances in these other markets. 

In order for concerns of our type to stay in the export field, we 
have to have some assurance that these payments will be forth- 
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coming, and the only proper one to handle such insurance would be 
the Government which may be able to reinsure with various insurance 
companies. Of course, any loss due to claims or otherwise would not 
be covered under any insurance policy. 

Senator Javirs. Thank you very much, Mr. Bauer. 

Are there any questions from the staff? 

There are none. 

We appreciate your testimony. It has been very helpful to us. 

Mr. Bauer. Thank you. 

Senator Javits. The last witness is Mr. Marvin Grosswirth of Circle 


Rubber Corp. 


STATEMENT OF MARVIN GROSSWIRTH, CIRCLE RUBBER CORP., 
NEWARK, N.J. 


Mr. GrosswirtH. The company which I work for has been in busi- 
ness a little over a year, and our export department has been in opera- 
tion for about 214 months. 

Without going into specifics, I would simply like to add my own en- 
dorsement to commercial credit insurance. I do not think that the 
particular application to my own company would be of special in- 
terest, but it would certainly be a valuable adjunct to our own 
operation. 

I would also like to comment on the availability of local operations 
similar to the Department of Commerce, U.S. Department of Com- 
merce field offices. 

Our company is located in Newark and, contrary to testimony that 
was given earlier, I do not know of a U.S. Department of Commerce 
field office in the State of New Jersey. 

Furthermore, I asked my secretary to find out what facilities were 
available on a State level similar to those of the New York State 
Department of Commerce for people interested in export, and, as 
far as I know, she did a pretty thorough job and could not turn up 
anything. 

The city of Newark, which represents itself as the most important 
city in the State, has a chamber of commerce which has a foreign trade 
club. This organization has regular meetings, and that is about it. 
There are no specific facilities for exporters or potential exporters, 
as far as I know. 

I think that it is very important for local communities to get more 
involved in setting up field-office type of operations for the business 
firms within their communities. 

Another point I would like to mention is the question of trade fairs. 
I am a little surprised that nobody has mentioned the effort of the 
Isbrandtsen Co., and while I have no connection with this steamship 
company other than that of a customer, I think it is worthy of men- 
tion. They have set up a mobile trade fair which consists of a series 
of large containers sectioned off into compartments, and each in- 
dividual fair represents an industry. I believe the last one was 
machinery and parts, and any manufacturer who wants to can have 
the facilities of one of the compartments in these containers to set up 
his own exhibit. 
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The steamship company will carry the exhibit to its first po of 
call, set it up, and leave it there for 2 weeks, making it available to 
government and commercial interests who want to view these 
exhibits. 

When the next Isbrandtsen ship comes around 2 weeks later, they 
will pick up the exhibit, move it to the next port of call, and so on, 
through 8 or 10 ports in the Middle and Far East. The company has 
absolutely no charge for this service other than the cost of the exhibit 
itself and transportation to the company’s pier in Brooklyn. 

This is something which I think could be encouraged not only on 
a commercial level by other steamship companies but on a govern- 
mental level as well. It does not seem to be a very expensive opera- 
tion as compared to the permanent type of trade fair that was sug- 
gested earlier by one of the members of the staff. 

The fourth point I would like to mention is the question of service 
organizations and rates which unquestionably affect the costs of Amer- 
ican products being exported overseas. 

Two specific examples that I can think of are those of foreign freight 
forwarders. A great many foreign buyers will specify that their 
shipments be routed through a specific forwarder. My own personal 
experience has been that when this is done, the forwarder’s service fee, 
which is over and above actual outlays of cash on his part, is quite 
a bit higher than what he would charge the exporter if the exporter 
were being billed for these services. Most of the time the exporter 
does not see these charges. They bill directly to the foreign importer, 
and these unquestionably add to the cost of the particular product 
involved. 

I do not imagine there is anything particularly illegal about this sort 
of operation, but I question it from the standpoint of ethics and from 
the standpoint of overall costs of American products overseas. 

Another example in this same instance is that of insurance rates. 
It has been my experience that when insuring with an American 
company, the rates are approximately anywhere from a third to two- 
thirds higher than insuring with, for example, the British company. 

Just one more example. I am sorry Mr. Fiske left because I think 
he could probably substantiate this. I believe I read about this in his 
publication. 

It seems that ocean freight rates between eastern American ports 
and North Atlantic European ports are higher from the States to 
a than the other way around. Why this is so, I do not know, 
but if it is so, then it certainly will affect the price of our products 
going overseas. 

I think that will about cover the points that I wanted to mention. 

Thank you. 

Senator Javirs. Thank you. 

Any questions from the staff ? 

We certainly appreciate your testimony. 

Does anyone else wish to be heard ? 

If not, the committee would certainly like to thank all who have 
appeared for their cooperation, especially in sitting through lunch, 
and I think you will have seen demonstrated yourself that a little 

63067—61——11 
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expenditure of time of that kind will save so much time for everyone 
concerned. 

I would like to summarize the results of the hearing by pointing 
out that there seems general agreement upon the need for more exten- 
sive commercial credit guarantees, and perhaps even more extensive 
political guarantees ; but there is a real feeling on the part of exporters 
that the Government should do something about outstanding credits in 
places like Venezuela and Cuba where, due to action beyond the control 
of the individual exporter, there is an inability to remit in dollars, and, 
indeed, in some cases, an inability to remit at all. 

There is considerable emphasis upon the idea of trade fairs or 
other means for actually exhibiting the merchandise to the customer. 

There is considerable emphasis also on new services available to 
small firms which are interested in the export business. 

Finally, there is some feeling about the impracticability of exports 
in view of American wage scales, although the testimony on that was 
quite limited to essentially one concern. 

Then we had specialized testimony alleging some pretty serious 
questions of violation of law and actions inimical, seriously inimical, 
to the export of American automobiles, allegedly by principal sup- 
pliers of those automobiles for independent export. 

The committee, again I say, appreciates your cooperation and I 
might say for myself that I am very glad that New Yorkers have 
made a such good showing in turning out to cooperate and to give quite 
freely and frankly the benefit of their advice and information. I 
assure you that this matter will be very actively followed through by 
the committee, which is seriously interested. It is a big problem. 
There is a tremendous national interest in the expansion of our inter- 
national trade, and it must be done in such a way as to be of the greatest 
benefit to American private business. 

I want to include in the record at this point exhibits, reeommenda- 
tions, statements, and letters which the committee has received. We 
will hold the record open for any additional statements that may 
be submitted. 

(The documents referred to follow :) 


STATEMENT OF ANTHONY ARPAIA, VICE PRESIDENT, INTERNATIONAL SERVICES, 
RAILWAY Express AGENCY, INC., NEw YorkK, N.Y. 


NOVEMBER 9, 1960. 
Mr. WALTER B. STULTs, 
Staff Director, Select Committee on Small Business, 
U.S. Senate, Washington, D.C. 

Dear Mr. STULTS: It is with deep interest and satisfaction that I read of the 
plans of the Senate Select Committee on Small Business to hold hearings begin- 
ning in November on the efforts, successes, and/or failures of small businesses 
to move into the increasingly important area of oversea trade. 

REA has been actively supporting a program of simplifying the transportation 
aspect of oversea sales for American business since the fall of 1956. 

As the president of Railway Express observed in the spring of the following 
year: “A general expansion in international trade assuredly is one of the real 
needs of our world. There appears to be every economic justification that such 
an expansion would result in raising standards of living, thus providing the 
most favorable climate for world peace. 

“Every sound action to increase the volume of international trade is in the 
interests of the free world, and the need and opportunity become a real chal- 
lenge.” 
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Since then our own U.S. staff of 33,000 and our network of oversea agents 
throughout the world have been pursuing that goal. 

Shortly after the President launched the national export expansion program 
last spring, Leonard McCollum, chairman, and the executive secretary, Paul H. 
Brent, of the National Committee invited our cooperation in the development and 
execution of the educational and promotional task. 

Through our field staff which covers the United States. we have tied in with the 
regional committees in each of the 33 cities in which the Department of Com- 
merce has a field office. Our people throughout the country have actively par- 
ticipated in panel discussions, meetings, etc., and have maintained close liaison 
with the local government officials and businessmen who are members of the 
regional committees. The purpose of these educational and promotional activi- 
ties is to help the small businessman who has never done business abroad. The 
regional and national programs through seminars, conferences, and other means 
encourage the novices in this type of trade and remove the mystery and com- 
plications which are assumed to be points of resistance to their engaging in for- 
eign trade. 

In addition we have been contributing to the efforts to the same end which 
have been put forth by chambers of conimerce, foreign trade groups, and similar 
private organizations. 

At the suggestion of the Department of Commerce we are planning to prepare 
a brochure on international transportation which will be distributed to those 
who are considering the export market as a new business potential. 

The national export expansion program has also stimulated us to undertake to 
publish a comprehensive booklet on the entire export procedure, including mar- 
keting guidance, representation abroad, banking procedures, and transportation. 
When this is published, it will be disseminated widely throughout the United 
States through our staff of more than 33,000 employees. We hope to have it 
reach all those whose reluctance hitherto has been caused by lack of information 
and confidence. 

Since your committee’s special interest is in the problems of simall businesses 
and in the means to encourage them to enter the export market, I am going to 
elaborate on our work with the Small Business Administration and the simple 
but effective transportation tools whicht Railway Express is putting in the hands 
of the small businessman who is stimulated to enter the export trade. 

We have instructed our employees throughout the entire country to work in 
close coordination with the activities of the Small Business Administration 
regional and other field offices on the specific programs which each is developing 
in accordance with the industrial configuration of each district. The Small 
Business Administration and we as a cooperating organization are tailoring ac- 
tivities to the particular export potential of the region. The program for the 
Small Business Administration office in Charlotte, N.C., will differ from that of 
the office in Helena, Mont., for example. However, our role in every part of 
the country is that of clearing up the assumed difficulties of international ship- 
ping, regardless of the commodity or area involved. 

As you well know, many small manufacturers shy away from the export 
market, despite its high profit potential, because of lack of sufficient knowledge 
and preconceived ideas that the problems of getting the goods to destination 
are too burdensome and expensive. Confining ourselves solely to the transpor- 
tation aspect of international trade, we have clarified and simplified the entire 
shipping problem for the newcomer as well as the established exporter. 

In the first place, through our 11,000 offices serving 23,000 communities, we 
offer the widest geographical coverage in the United States. Main Street is thus 
an export point for the inland shipper. Our types of service are also compre- 
hensive, giving a choice between air and surface, or a combination of these two 
from almost any point in the United States to thousands of foreign cities. 
The exporter needs only the one call on the local representative for any kind 
of transportation to almost anywhere in the free world. When necessar’ we 
will prepare, upon instruction from the shipper, all the documentation. Our 
unique uniform through export bill of lading eliminates all transportation inter- 
mediaries between the shipper’s plant or place of business and the ultimate 
consignee in 41 countries abroad. The uniform through export bill of lading 
is a single document which will carry a shipment from the interior of the United 
States to an inland point abroad under one-carrier responsibility. 
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This system offers the neophyte a competitive factor in pricing as well as a 
complete transportation package. As you know, many small firms hesitate to 
quote on a c.i.f. basis because it is cumbersome and almost impossible to obtain 
complete and accurate transportation charges under the ordinary, old-fashioned 
system of intermediaries and subordinate arrangements. The through bill 
service enables an exporter to know his exact transportation cost with certainty 
in advance of the actual shipment. He is thus able to tell the potential customer 
what the delivered cost of the merchandise will be, with the exception of import 
customs duties. 

In addition to this certainty, the shipper is offered in many instances an 
ocean carriage charge which is below the minimum ocean bill of lading charge 
because on shipments under 140 pounds we are able to consolidate a number of 
packages and thus obtain a lower individual charge which we pass on to the 
shipper. He thereby is offered a definite price weapon in his struggle to offer 
strong competition in the face of the lower commodity costs sometimes quoted 
by his foreign rivals. 

Finally there is another factor of special importance to the small businessman, 
When an inland shipper has made arrangements for our uniform through export 
bill of lading to be specified in the letter of credit, he can obtain payment from 
his own local bank soon after the shipment has been received in our office. He 
therefore need not wait until his shipment arrives at the port of export and is 
placed aboard a vessel—the usual procedure—a delay which can hold up pay- 
ment for as much as a month in some cases. 

Through our interline agreements with American-owned airlines serving 
foreign countries and as aircargo sales agents for the member airlines of the 
International Air Transportation Association, we will rush a shipment to its 
oversea destination through our own surface facilities, or air express, in con- 
junction with the facilities of the international air carriers. In cases where 
speed is essential, almost any point in the world is only a few hours away from 
the exporter’s office. 

Another price and service advantage which Railway Express offers to the 
small businessman considering entrance into the export field is the use of a con- 
tainer for consolidation of a number of shipments going to different destinations 
abroad. The container might include shipments for 10 different consignees in 
10 different foreign cities. The container is packed in the United States and 
shipped at a charge lower than the total of the 10 individual shipments. At the 
port in the foreign country, our oversea agent opens the container and effects 
the 10 separate deliveries of the component packages. 

In addition to the savings on transportation charges the shipper also elimi- 
nates the cost of export packing of each individual package, which is the cus- 
tomary and expensive present method. The container substitutes for export 
packing. The use of ordinary domestic packing, in turn, reduces the weight 
of shipments, and therefore, adds to the transportation savings. 

We have special low surface rates for export traffic moving from the interior 
to the coasts for either air or surface onward movement. These rates are an 
additional advantage in the intense cost competition which our exporters must 
overcome. 

In addition to our through bill service, we also furnish if appropriate the 
services of conventional freight forwarders (FMB 941). As such we can dis- 
patch the shipper’s merchandise overseas from the point at which his own trans- 
portation facilities terminate. 

For either air or surface shipments of any kind our large staff of competent 
export specialists, who are all familiar with export documentation procedures 
to every foreign country, can eliminate the redtape of the documentation re 
quired to make shipments abroad. In this way, another deterrent to the 
potential exporter is eliminated. 

For both air and surface shipments we offer low-cost protection for the value 
of shipments both in the United States and during oversea transit. 

In effect, Railway Express Agency becomes the export shipping department 
for the small businessman who is about to enter the export field. 

We are glad to assist in facilitating the opportunity of American small busi- 
nesses to participate in foreign trade and thought you would be interested in 
knowing that our transportation advantages have served to support the Presi- 
dent’s national export expansion program and the Small Business Administra- 
tion’s efforts to induce American manufacturers who are not now exporters to 
enter this vital field. 
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You are free to use the information in this letter in any manner which will 
further the work of the committee. 

Also, if there is any other way in which we can be of assistance in your 
forthcoming hearings, please let me know and we shall be glad to help. 

With my warm regards, 

Sincerely, 
ANTHONY ARPATA, 
Vice President, International Services. 





STATEMENT OF J. B. ARons, GREAT NORTHERN OVERSEAS CorP., New York, N.Y. 


OcTOBER 27, 1960. 
SENATE SMALL BUSINESS COMMITTEE, 
Senate Office Building, Washington, D.C. 
(Attention Senator John J. Sparkman). 


Dear SENATOR: We have been reading with a great deal of interest a few 
articles in the Journal of Commerce about your committee and what you 
expect to do in the way of trying to find out how small business can enter the 
export field. You are touching on a very interesting subject and one which is 
quite important for our company. 

We are strictly an export company and have been dealing mainly in South 
and Central America, however, due to the fact that our Cuban market has been 
cut off, the writer just recently made a trip to West Africa and the Near East in 
order to see if we can build up new markets. We, however, want to write you 
relating to your idea of interviewing small manufacturing concerns in the 
United States in order to see how they can build up export. We hope, there- 
fore, that our comments may be of some value to you. 

We yearly approach hundreds of manufacturers in the United States, both 
small and large, but basically we do not have much success with the manufacturers 
because they are always trying to sell us at the same prices they sell to jobbers 
in the United States and expect that we will mark up our prices to cover our 
profits. To compete in oversea markets, this cannot be done, and where we 
run into such a situation, it becomes impossible to pursue the matter further. 
Usually the manufacturers are not willing to grant us a discount of 10 to 20 
percent which will cover our oversea agent selling commission and our own 
operating expenses including credit risk, as all purchases are made for our 
owh account and we in turn will be handling it from that point on. That is 
the first important point why manufacturers are not getting their share of the 
business. 

The second point is that generally the U.S. manufacturer simply is not com- 
petitive to European or Japanese prices and unless the U.S. Government can 
subsidize export prices in some way to enable us to compete, it is going to be a 
very difficult problem to overcome. You hear one say our quality is better, etc., 
etc., but this is a price market. 

We have read from time to time that the Department of Commerce says that 
American exporters are not doing a good selling job but I am sorry to report to 
you that these fellows who make such statements simply do not know what they 
are talking about. U.S. firms have some of the best traveling salesmen but 
they cannot overcome long credit terms and lower prices. Writing what someone 
should do and putting it into practice are two different things. 

Another reason American manufacturers are not getting their share of busi- 
ness is a situation that we are afraid just cannot be overcome as it is trend 
and we give you as an example, the fact that we are exnort agents in Venezuela of 
Continental Can Co. A few years ago we sold one-half million dollars worth 
of their paper cups a year. During the last year our competition, American 
Can Co. who owns the Dixie Cup, has decided to set up a factory in Venezuela 
and they got the Venezuelan Government to put on a protective tariff thereby 
eliminating the entry of American paper cups. This immediately had the effect 
of stopping us from exporting one-half million dollars worth of paper cups 
per year and in turn, this cut down Continental Can sales. This, of course, then 
results in less employment here, etc., and this situation which we have just 
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outlined to you happens thousands and thousands of times and this is a terrific 
drain on our economy. But as we have said it is the situation and we doubt 
that it can be overcome. 

Of course the only redeeming featurs is the possibility that some people here 
have the opportunity of selling the raw material overseas to the manufacturer 
providing that manufacturer again does not buy such material cheaper from 
European sources, 

The writer has been active in the export and import field since 1929 and if in 
your studies and meetings which you are holding, you interview any manu- 
facturers who are interested in export and are interested in having someone 
who devotes 100 percent of their time to export and who wants to use such an 
organization as to their export department, we will be only too pleased to go into 
it and the writer will personally visit such plants or companies wherever they 
may be located as there is definitely a great future in export providing the 
American exporter is put in a competitive position in the world market. It is 
just as simple as that and this, of course, means Government help or Government 
subsidies which will bring our selling prices down. 

We trust that this letter has been somewhat helpful to you and possibly can 
be used to advantage in the meetings which you will be holding. 

Thanking you and wishing you the best of luck, we remain, 

Very truly yours, 
J. B. ARONS. 





STATEMENT OF J. B. ARoNS, GREAT NORTHERN OVERSEAS Corp., New Yorx, N.Y. 


NOVEMBER 9, 1960. 
U.S. SENATE, SELECT COMMITTEE ON SMALL BUSINESS, 
Senate Office Building, Washington, D.C. 
(Attention Mr. Walter B. Stults). 

Dear Mr. Stutts: This will acknowledge receipt of your letter of November 
8 in reply to ours of the 27th relating to the forthcoming meeting on “Small 
Business Exports and the World Market.” 

You have been good enough to attach to your letter a form which you would 
like to have replied to, consisting of 10 different questions... We are not repeat- 
ing the questions from your mimeographed form but listed below will be our 
reply to each of the proposed points as outlined. 

1. Great Northern Overseas Corp., 225 Broadway, New York, N.Y. Jack 
B. Arons, president. 

2. Importers and wholesalers. 

3. Glassware, fabricated resale paperware, stoves, refrigerators, electrical 
appliances, food products. 

4. Highest annual turnover during past 3 years $1 million. Employees range 
from 2 to 3 people. 

5. Organized in 1947, export sales to South America; original products— 
paper cups, beer, pocket knives, horseshoes, glassware; sold to hardware im- 
porters and general merchants. 

Later exported auto parts which since discontinued and recently concentrated 
on oil cook stoves, paper products and glassware. During recent years have set 
up subsidiary company for imports but due to lack of time have not given it 
proper attention but intend to do so if export markets continue shrinking. Also 
plan to go in more for refrigeration services and also setting up outlets to 
market U.S.A. paper products. 

6. Venezuela, Cuba until recently, Bermuda, Guatemala, Salvador, Honduras, 
Costa Rica, Ecuador, British Guiana, Lebanon, Liberia, Ghana, Nigeria, Aus- 
tralia. Venezuela still remains most important market. 

7. We represent manufacturers wherever possible selling at their regular 
factory price and receiving a discount or commission on all sales. We therefore 
take all credit risks and give oversea accounts credit facilities which they 
require. 

8. Our original letter covers this point, however it is (1) foreign competition ; 
(2) long-term foreign credits; (3) creation of local industries; (4) unwilling- 
ness of United States of America factories to give discounts which will allow 


1 See exhibit 21, p. 170. 





fic 
bt 


re 
er 


in 
ne 
in 
to 
1e 
is 
at 


¢ 


© 
ll 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 151 


us to sell at factory prices even though we buy all goods for our own account, 
take over all export procedures and eliminate any element of export work on 
part of factory—in other words we act as export department. 

9, Not knowing all existing Federal laws or national trade policies we cannot 
answer this other than to refer to our reply under question 8 which indicates the 
problem. 

10. Small American manufacturers should try to employ export houses such as 
we, who have years of experience in the field, who have reliable oversea agents, 
who spend thousands of dollars in traveling and who can bring about sales if the 
product is marketable and if the manufacturer is willing to give discounts to 
put such export houses in a competitive position in lieu of hiring their own 
export manager, export secretary, clerks, foreign language experts, etc., plus 
the fact that we and other firms are located in New York from which shipments 
leave, where there are banking facilities, customhouse, etc., all essential in 
formulating the export transaction. 

We trust that the above will be helpful and anything that we have overlooked 
mentioning in this letter is covered by our earlier communication of the 27th of 
October. Trusting that we have been helpful and that the results of your public 
hearings will be beneficial to export firms such as ourselves and to the entire 
foreign trade situation, we remain, 

Very truly yours, 
J.B. ARONS. 


ExHIBIT 15 


LETTER FrRoM T. C. BALLAGH, PRESIDENT, BALLAGH & THRALL, INC., PHILADELPHIA, 
Pa. 
NOVEMBER 10, 1960. 
Re Suggestions on export. 


SENATE SMALL BUSINESS COMMITTEE, 
Washington, D.C. 
(Attention: Mr. Raymond D. Watts). 

GENTLEMEN : In connection with your hearings beginning November 16 in New 
York, we believe your committee will be interested in the attached reprint from 
Export Trade and Shipper of August 1, 1960, entitled “Practical Ways To Build 
Exports Without Fixed Salary Commitments.” * 

Very truly yours. 
T. C. BatraGcyH, President. 


STATEMENT OF H. P. CHAPLIN, PRESIDENT AND TREASURER, CONE AUTOMATIC 
MACHINE Co., INc., WINDSOR, VT. 


NOVEMBER 9, 1960. 


The Cone Automatic Machine Co. manufactures single and multiple spindle 
automatic bar machines (sometimes called automatic lathes or automatic screw 
machines) and chucking machines. We also have license from France to manu- 
facture a type of tracer lathe, which we call the Conomatie pilot lathe. 

Our company was organized in 1916 here in Vermont and has continued to 
grow to the point where we now employ approximately 1,000 people. Our sales 
run approximately $12 million a year. 

Our export sales this year are the highest in the history of our company and 
represent about 54 percent of our total business or in the vicinity of $5 million. 

We export to: Austria, Australia, Belgium, Canada, Denmark, England, 
France, Germany, Italy, Japan, Mexico, Netherlands, Portugal, Spain, Sweden, 
and a few others. Largest volume of business at the present time comes from 
Japan, Italy, and England. 

We have been exporting for at least 20 years, selling through foreign agents. 
At the present time we have our own plant in England and are manufacturing 
in that country. It is a wholly owned subsidiary and does not include exporting 
from our plant in this country. 


1 The article referred to is by Mr. Ballagh, Reprint No. 406, “Export Trade.” Aug. 1, 
1960, and may be obtained by writing “Attention Editor—Export Trade, 20 Vesey St., 
New York 7, N.Y.” Copy submitted to committee retained in committee files. 
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Most of our foreign buyers are automotive concerns, such as Fiat, Renault, 
Adam Opel, etc., and bearing companies. We also ship to manufacturers of sew- 
ing machines, electrical equipment, office equipment, and others. 

We have little difficulty in doing business abroad as our sales are handled 
through recognized dealers in the various countries. We have found it a problem 
however to meet increased competition abroad due to the fact that labor costs in 
these various countries are very much lower than ours. Another thing, we are 
subject here to depreciation rules and regulations which do not allow us to write 
off new equipment anywhere near as favorably as our foreign competition. 


STATEMENT OF BENJ. H. EB. Etcor’, CHAtRMAN, LEGAL COMMITTEE, EXPoRT 
PACKERS ASSOCIATION OF NEW YorK, INc., New York, N.Y. 


NOVEMBER 9, 1960. 
Hon. JENNINGS RANDOLPH, 
Senate Small Business Committee, Washington, D.C. 

DEAR Siz: On behalf of my own small company and as chairman of the legal 
committee of the above-named association, I attended the morning session of 
your hearings on November 17, 1960, at the Federal courthouse in this city. 

While the tenor of such hearings were only indirectly concerned with our type 
of service business, it may be that you would be interested in our problem and 
the following premises : 

(a) The small companies are more likely to use our services than the larger 
companies who are more apt to complete their entire operation. 

(b) The city of New York imposes a sales tax on all material used by the 
packer, which in turn imposes an additional and discriminatory burden on the 
smaller exporter, because a manufacturing exporter is not charged with a tax 
on the same commodity (packing materials such as cases and incidentals) run- 
ning, I have reason to believe, into hundreds of thousands of tax annually. 

(c) The Federal law, I am informed, grants immunity from tax on foreign 
commerce and is recognized by the city where the manufacturing exporter does 
his own packing. 

Query: Can the Federal law be clarified to have equal application—i.e., ex- 
emption from tax on foreign commerce for the smaller exporter who must avail 
himself of our services as well as the large concern which completes its own 
operation? 

Respectfully yours, 
Export PACKERS ASSOCIATION OF NEW York, INC., 
By Bens. H. Eicorr, Chairman, Legal Committee. 


STATEMENT OF ANDREW GILBERT, TREASURER, IRRIGATION DEVELOPMENT CORP., 
NEw York, N.Y. 
NOVEMBER 2, 1960. 
Hon. JoHN J. SPARKMAN, 
Senate Small Business Committee, 
Senate Office Building, Washington, D.C. 

My Dear Mr. SPARKMAN: I have been told that you are going to hold hearings 
either in New York or Washington on matters related to export. 

I appeared before the Senate hearings on interstate and foreign commerce on 
April 28, 1960, and a transcript of this appearance is attached herewith. 

In my estimation the Export-Import Bank is definitely the best agency to insure 
exporters against political risk, a function they now perform, as a direct result 
of the hearings mentioned above. But I strongly feel that the Bank is still too 
meek and too conservative to halt and counteract the present economic inroads 
made by our competitors in the export markets of the world. Their methods 
are still too complicated, and although I agree that they have improved tremen- 
dously since last year I believe that they need to improve their service and 
procedures even further. 

What I propose is this: Instead of having the exporter fill in lengthy papers, 
they should establish a simple procedure whereby all shipments by a given ex- 
porter to an approved customer are automatically insured against political risk, 
whether the terms be 1 day or 5 years. Please note that I am not discussing the 
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question of financing, I am merely discussing an insurance problem. The method 
that they should employ should be identical to the methods we are presently using 
with our insurance company to insure all our shipment against normal shipping 
hazards. 

Today, as you probably know, they have a system up to 180 days, they have 
another system which they call medium terms of 180 days to 5 years, and a third 
system whereby they finance transactions abroad. 

A second proposal: The EIB should protect exporters against commercial risk. 
I suggest that they go beyond their service as bankers and be allowed to develop 
their principal political potential. The exporter today is actually in many ways 
frontline representative of the U.S. Government. In many cases, because of the 
free relationship between the exporter and his customer, he is probably in a posi- 
tion to accomplish much more from a good will point of view than many official 
members of our Government. It would be tragic if, because of unendurable 
commercial risk, he is forced to withdraw from the forward markets, such as Iran, 
Venezuela, El Salvador, Bolivia, the Congo, Algeria, Vietnam, Laos, and so on. 
At present the exporter faces annihilation in these markets due to the fact that 
both our friends in Western Europe and our antagonists behind the Iron Curtain 
are using economic measures as a club to combat our successes in those areas. 

I do hope that the above thoughts will be found of help, and I assure you that 
should there be any further need for my cooperation I shall be glad to offer my 
services at any time. 

Yours very sincerely, 
ANDREW GILBERT, Treasurer. 


STATEMENT OF MELVILLE R. Levi, MANAGER, MERCURY Ort & SHIPPING CorP., NEW 
York, N.Y. 
NOVEMBER 9, 1960. 
Mr. WALTER B. STULTs, 
Staff Director, U.S. Senate, 
Select Committee on Small Business, 
Washington, D.C. 


Dear Mr. Stutts: Thank you very much indeed for your kind letter of 
November 3.’ Following is the information requested in the suggested outline 
for statements by exporters, ete. 

1. The name and address of our company is Mercury Oil & Shipping Corp., 
600 Fifth Avenue, New York, N.Y., and the statement is made by Melville R. 
Levi, secretary and general manager. 

2. Our company primarily serves small- and medium-size importers in various 
countries, and also serves foreign governments through award of bids on govern- 
ment tender business. 

3. We specialize in all types of petroleum products, including petrochemicals, 
but our main business is in the export of lubricants. We also sell substantial 
quantities of oilfield materials to our affiliates abroad engaged in exploration and 
producing. 

4. Following is a record of our annual sales volumn for the fiscal years ending 
June 3 


Meee 3282 belo 3. soe a ol a Alo at oval peda $981, 648. 50 
Meet seb Reb ad, SL aioe, Lo ae 537, 914. 86 
I ss ces cn slic ei toile elapse 540, 200. 22 
a ett SU Lhe bth ee bbbthen BUDE GT 1c Sich ated Deittwaikiel 936, 312. 00 
Been S20.) ce uis vc i uee. eee ae 2b ae 327, 817. 55 
WOW OLE SUL eu sea a De LOI 262, 944. 74 
ah. I i hh ln Dd lichen enai that eet Ld SRR ll 244, 327. 75 
ee OOO) 2 SFL EL JE RU dh is bsg 383, 536. 89 
Fea nc sestiaiccicinisn satan ensa cadoansntiedipeancieclbiighatitiabinnnmdinmiiiniicigsisaeiinppainaniaiantan 463, 793. 08 


The above figures represent sales of petroleum products only. We also sold 
oilfield equipment in the following amounts: 


Bn Ba oS i BALES a CD dciniblsn Si esndeeaeddbhanbe $368, 865. 58 
Ceri ih echt bli AL hth thine tsbiiildbtce dbo 16, 603. 51 


1See exhibit 19, p. 169. 








154 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


5. Our company was founded in 1948 as an affiliate of a large French oil com- 
pany, Petrofrance, S.A., with marketing operations at that time in France, 
yreece, and Morocco, a fleet of oceangoing tankers, and a large fleet of oil barges 
operating on the French rivers. Since that time the Petrofrance group has ex- 
panded considerably both in its scope and in its operations. The Greek affiliate 
was sold to British Petroleum Co., Ltd., but marketing affiliates were estab- 
lished in Belgium, Switzerland, and Italy, and exploration and producing 
activities were undertaken in France and in the Sahara. Although no drilling 
has yet been done in the Sahara concessions, production has heen achieved in 
France, and the producing affiliate, Petrorep, is now the largest producer in the 
Paris Basin. Mercury Oil & Shipping Corp., established in 1948, was set up by 
the owners of Petrofrance to act as a service company, and, in order to support 
itself, to act as a broker for oil and tank ships and as an exporter of petroleum 
products. The brokerage business was subsequently dropped as not being in the 
general interest of the Petrofrance group, but the export business was con- 
tinued. In the early days substantial quantities of lubricating oils were ex- 
ported to Europe, particularly France, and to many countries east of Suez and 
throughout the Middle East. As the European markets for American petroleum 
products dried up owing to the establishment of refineries, Mercury increased 
its activities in the Middle East and in the areas east of Suez, notably India. 
Pakistan, and Iran. It will be noted from the sales figures above that total sales 
have fallen off which is attributable to the limited volume of European re- 
quirements from American sources, but is somewhat offset by increases in sales 
to the Middle East and areas east of Suez. 

6. In the Western Hemisphere we sell only a very modest volume to Bolivia, 
Chile, Argentina, and Uruguay. In Europe our only current markets are in 
France, Spain, and Greece. In the Middle East we sell to United Arab Republic 
(Syria), Lebanon, and Israel. East of Suez we market in Iran, India, Pakistan, 
and Afghanistan. In recent years our principal volume has been our sales to 
India and Pakistan. 

7. I am not sure I understand exactly what is meant by “what services we 
render to the manufacturer and to foreign customers.” Insofar as the manu- 
facturer is concerned, we seek out foreign outlets for his products, and then 
place upon him orders for his merchandise. As to the foreign customer we 
keep him abreast of technical developments in petroleum products, and en- 
deavor to furnish him the products which best suit his needs at the lowest pos- 
sible price. In our export business we, in turn, deal with “small business” in 
purchasing the greatest part of our requirements. The only way we have 
been able to exist in a field dominated by giants is to be able to sell products 
of equivalent or better quality than those manufactured by the giants at lower 
prices. This we have always been able to do, but our current competition 
comes from sources abroad which will be discussed under the next heading. 

8. The principal problems we have encountered are drying up of markets in 
Europe due to the tremendous postwar construction of refineries. More im- 
portant, however, is the fact that these refineries, many of which were built 
with American capital and American grants, have exportable surpluses which 
compete with us in the remaining markets. Thus, while the volume of lubricat- 
ing oil sales to export markets have not decreased very greatly in the last few 
years because they have been held up by the major companies’ exports to their 
own affiliates, the small exporter has been very adversely affected by foreign 
competition. 

9. There can be only three reasons why foreign competition, particularly 
European, can take away export business from American suppliers (assuming 
Similar quality of products) and these are lower manufacturing costs, lower 
shipping costs, and more liberal credit terms. As to the first of these reasons, 
lower manufacturing costs, I am firmly convinced that we can compete with 
foreign manufacturers. 

The second reason, shipping costs, is unquestionably the greatest cause of our 
inability to offer prices as low as some of our European competitors, this ap- 
plying, of course, only to European, Middle East, and east of Suez markets, 
and here the greatest deterrent to our obtaining decent ocean freight rates which 
would enable us to compete is the great international cartel, the steamship 
conference, which is actually condoned and supported by U.S. Government au- 
thorities. Just to give you a couple of examples, the current conference freight 
rate from U.S. gulf to India for lubricating oils is $28 per 40 cubic feet, while 
nonconference lines quote $20 per 40 cubic feet. As another example, we had 
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an opportunity to bid on a complete drilling rig in competition with an equiv- 
alent rig manufactured by a German company. The conference rate for vil- 
field equipment from U.S. gulf to Le Havre at that time was $39.25 per weight 
or measurement ton, while the rate for the same material to be shipped a longer 
distance from U.S. gulf to Mediterranean ports was $30.50 per weight or 
measurement ton. The reason that this difference existed was simply because 
those shipping oilfield equipment to the Mediterranean threatened to switch 
to nonconference lines if a substantial reduction was not made, while those 
shipping to Atlantic ports did not make a protest to the conference. Since we 
were not a large or principal shipper of this merchandise, the conference would 
not agree to reduce the rate to equal that to the Mediterranean. We lost the 
business. (Subsequently, following our appeal the rate was reduced to parity 
but it was too late.) To sum up, I consider that the conference gets what the 
traffic will bear, and I feel that this international cartel is extremely detri- 
mental to American small business. It should also be borne in mind that we 
are bound to the conferences since we are not permitted to ship on nonconference 
vessels or we will be ejected from membership in the conference. Furthermore, 
the nonconference lines are usually not as regular or reliable as the conference 
lines. You will see, then, that we are hamstrung from every angle when it 
comes to shipping on a competitive basis with our European competitors. 

As to credit, although strides have been made by the U.S. Government, we 
are still behind foreign countries in the credit terms granted, and I am sure that 
a liberalization of our credit terms backed by the U.S. Government would en- 
hance the position of small business in foreign markets. In general, it is my 
opinion that in order to remain competitive small business can neither finance 
the credits nor take the credit risk involved. 

I do not know whether this is a problem or not, but I would like to ask 
whether the awarding of business under ICA grants is policed in order to insure 
that those supplies with the lowest prices for the quality of product required 
receive the awards. In other words to put it quite bluntly, is there any as- 
surance that there is no hanky panky by potential suppliers who may have local 
representatives on the spot? It would seem to me that both the American 
Government and the foreign governments would get the maximum benefits out of 
grants if there were assurance that such hanky panky does not take place. 

10. As far as specific suggestions to smaller American manufacturers who 
wish to go into exporting, I would suggest that those interested in the export 
of petroleum products do not establish their own export departments, but work 
through established exporters such as ourselves and many others in the same 
category who already have substantial foreign contacts and who adequately 
service these contacts. If the small manufacturer goes into the export business 
himself, he will alienate the exporter and will find that the expense and effort 
of going into the export business will offset the profits derived therefrom. As 
to advising American small businessmen who wish to enter this phase of the 
export business, namely petroleum products, I would advise them to stay out 
as the market is already surfeited and can only shrink in the future owing to 
increased competition abroad. It is my opinion that newcomers in this business 
with inadequate technical knowledge or inadequate knowledge of foreign markets 
could not have much hope of success. 

Yours sincerely, 
MELVILLE R. Levt, 
Secretary and General Manuger. 





STATEMENT OF THOMAS IL. Masry, JR., TREASURER, ELECTRIC TAMPER Export Co., 
CHICAGO, ILL. 
NoveMBER 3, 1960. 
Re pending committee hearings. 
SENATE SMALL BUSINESS COMMITTEE, 
Washington, D.C. 
(Attention: Mr. Raymond D. Watts). 

Dear Mr. Watts: It was with some gratification we read an article in the 
Journal of Commerce to the effect that your Small Business Committee was 
interested in hearing from exporters concerning their particular problems in 
continuing sales efforts in foreign trade. 
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We attach to this letter a summary and short history of our organization and 
our activities. 

We should like to state that recent efforts in behalf of our Department of 
Commerce to help American exporters increase and maintain present levels of 
export trade have been very helpful. The problem of extending credit overseas 
has now been tackled on a practical basis by the Export-Import Bank, and we 
are very hopeful that their program will be of substantial benefit. We might 
state at this point that if it were not for the Eximbank loaning American funds 
to foreign railroads and governments around the world that our business would 
be cut by approximately 50 percent. 

We represent the largest manufacturer of ballast tamping equipment in the 
United States and we deal wholly with foreign governments in quoting their 
countries’ railroad requirements for this class of machinery. Almost invariably 
orders are awarded on the basis of public bids, and it is quite essential that 
not only the quality of the equipment offered be of the highest, but that the 
price be competitive. Our American-made machines are priced higher than 
our competitors in Switzerland, Austria, Germany, and France for one reason— 
labor costs. 

Our complaint, if you can call this a complaint, deals specifically with the 
International Cooperation Administration’s program of grants to foreign coun- 
tries, and in particular to foreign railroads. We believe that the ICA should 
limit procureinent to the United States, just as the Eximbank has been doing 
since its inception, and in keeping with the newly announced policy of the 
Development Loan Fund Bank to procure in the United States. 

We have been consistently underquoted over the years by Swiss and Aus- 
trian firms on ICA public tenders and have lost hundreds of thousands of dollars 
worth of orders, particularly to Switzerland, because the Swiss price is lower 
than the American price. 

We fully concur with the political necessity of ICA grants to underdeveloped 
nations of the world, but we do not concur with their policy of procuring from 
Switzerland and Austria (neutral countries) hundreds of thousands of dollars 
worth of ballast tamping machinery by reason of low price. We cannot under- 
stand why this practice continues in view of the fact that this country has un- 
dertaken a crash program to increase exports in order to balance payments and 
stop the flow of gold from this country. 

We are concerned with ballast tamping machinery because this is what our 
work entails, but every day over our desks comes hundreds of thousands of 
dollars worth of equipment given to foreign governments and entities by ICA, 
of which a large share is purchased in Europe. Europe is not underdeveloped. 
It is actually overdeveloped by virtue of the Marshall plan to where we cannot 
compete with them and continue to maintain the high wages paid to labor in 
this country. 

Summing up, it is inconceivable to us that our tax dollars are being used in 
effect in many instances to help European competitors outsell us, especially when 
we are engaged in a highly competitive fight to retain the export markets that 
we built up after the war. It makes good sense to suppose that the ICA can do 
double duty with their dollars to help the underdeveloped areas of the world 
and at the same time stimulate the economy at home by making it mandatory 
that those dollars be spent for American goods. 

We sincerely trust that your committee will consider this and we would be 
glad to substantiate what we have expressed in this letter, showing you exactly 
what orders we lost to the Swiss through ICA procurement, and I am sure that 
there are literally hundreds of other American manufacturers in all fields who 
could do the same. 

We read just recently that it has been decided in Washington that more mili- 
tary equipment would be provided from the United States than from Europe, 
in an effort to keep dollars at home. It follows that the same reasoning should 
be applied to the current procurement policies of the ICA. 

Sincerely yours, 
THOMAS L. Masry, Jr., Treasurer. 


History AND Résumé or Evectric TAMPER Export Co. 


Electric Tamper Export Co. was organized about 12 years ago to act as 
export department for Jackson Vibrators, Inc., manufacturers of ballast tamping 
machinery. Practically all customers are government-owned foreign railroads, 
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and this company is heavily benefited by the fact that the Export-Import Bank, 
World Bank and Development Loan Fund make funds available by way of 
loans to foreign governments for rehabilitation and construction of their rail 
transportation systems. 

Electric Tamper Export Co. is a small organization, having three executives 
who travel all markets of the world on a thorough and consistent basis, pro- 
moting the products of Jackson Vibrators, Inc. 





STATEMENT OF HERBERT MEYER, VICE PRESIDENT, FOREIGN TRADE DIVISION, Na- 
TIONAL ASSOCIATION OF SECONDARY MATERIAL INDUSTRIES, INC., NEw York, N.Y. 


Representing the Foreign Trade Division of the National Association of Sec- 
ondary Material Industries, Inc., New York, whose members handle the export 
and import of nonferrous scrap metals, I would like to enter into the record our 
divisions’ position on small business exports and the world markets. 

Our representatives this past year participated in the U.S. Department of 
Commerce’s special conferences on export trade promotion for both copper and 
aluminum. At both of these meetings, it was pointed out that our industry his- 
torically has always taken part in export business, although in a sense this is 
a “marginal” business since it represents only a fraction of our total shipments. 

International trade in scrap metals is a normal and regular phase of our 
business. Sometimes we import more than we export—depending upon the eco- 
nomic climate—but there is always a flow of scrap ater.als frem one «ountry 
to another, During 1960, the economy of the United States lagged perceptibly 
but, as it happened, there was a resurgence of industrial activity in Europe and 
Japan. Asa result, exporters shipped larger tonnages of copper scrap, aluminum 
scrap, nickel alloy scrap, etc., abroad than they did in 1959. The fact that an 
outlet existed for these scrap materials meant that thousands of workers in 
domestic scrap concerns who otherwise might have been laid off were assured 
of employment. At the same time, it helped friendly foreign nations build their 
economies by assuring them of vitally needed raw materials. 

Normally, scrap metals go principally to domestic consumers. But when the 
domestic demand lags, as was the case this year, dealers and exporters turn to 
whatever outlets exist in order to ship their accumulations of scrap material. 
In doing this, they only do what every other industry does. Shipments of copper 
scrap or aluminum scrap from the U.S.A. to Europe and Japan supplement ship- 
ments of primary copper and virgin aluminum. Both metals are international 
and are shipped all over the world. 

In 1959, copper scrap shipments totaled 21,441,168 pounds; in the first half of 
1960, however, some 54,234,000 pounds were exported. Copper-base alloy scrap 
shipped in 1959 was 58,811,883 pounds; in the first half of 1960 it reached the 
figure of 98,914,000 pounds. Aluminum scrap exported in 1959 totaled 64,776,680 
pounds; in the first 6 months of 1960, it rose to 79,859,000 pounds, 

Exports of these tonnages helped balance the dollar outflow because of the 
1960 increase in shipments. While in totality this may only represent a small 
dollar amount, it is part of the general scheme of export expansion being pro- 
moted by the Department of Commerce in which our industry participated. 

Certainly, such expanded exports can have no adverse effect on our own domes- 
tic economy, but, instead, only help to strengthen it. 

(1) Because exports are only a fraction of the total consumption of copper, 
aluminum, nickel alloy scrap, etec., the shipment of this “marginal” tonnage can 
have no sharp impact on the domestic economy. 

(2) In fact, the export of scrap metals in periods when domestic demand is 
lacking, helps to keep the industry operating and thus assures employment to 
workers who would normally be laid off. 

(3) It also helps assure that collections of scrap metals are kept up. Where 
domestic demand and foreign demand both are lacking, there is no doubt that 
much material would be uncollected and end up lost to industry. In the past, 
this has happened when the market was weak and collectors left the industry to 
seek other means of livelihood. 

(4) It aids friendly foreign nations in acquiring needed raw materials to 
keep their own industries operating. 

The nonferrous scrap metal dealer is a small businessman in the real sense 
of the word and when he encounters any critical letdown in demand there is 
tremendous pressure upon his business. He does not have the large financial 
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reserves that will let him operate successfully over a long period unless he can 
find an outlet for his material. Export markets offer an opportunity for 
disposal of his scrap. When the domestic market strengthens he can once 
again move much of his stock to domestic consumers. 

Obviously, in any program of expansion for export trade, it would seem un- 
reasonable and unrealistic to cling to practices which would hamper the move- 
ment of material to foreign consumers. For example, currently there are re- 
strictions in licensing of copper and copper alloy scrap for shipment abroad. 
These restrictions are anachronistic and should be eliminated (except the safe 
guards against shipment to Communist bloc countries) so that the flow of mate- 
rial could be speeded up. The Senate Small Business Committee should investi- 
gate this matter and seek to implement the export program by freeing exports 
of copper and copper alloy scrap from needless licensing restrictions. 

Our foreign -trade division has taken the position historically that free and 
unrestricted exports of scrap metals, except in times of national emergency, are 
mandatory. We have opposed restrictions, quotas, ete. as stifling international 
trade. Certainly, as a segment of the small business communties, we feel we 
ean ask that every effort be made to supplement the Commerce Department 
drive for expanded exports by making exports as free and as unrestricted as 
possible. 





STATEMENT OF ALBERT J. PEREZ, PRESIDENT, PEREZ TRADING Co., INC., 
NEw York, N.Y. 
NOVEMBER 16, 1960. 
Hon. JoHN SPARKMAN, 
Chairman, U.S. Senate, Select Committee on Small Business, 
Washington, D.C. 

Dear Sir: The undersigned, Albert J. Perez, president of Perez Trading Co., 
Inc., 15 Moore Street, New York, N.Y., wishes to submit to your committee, 
in accordance with your invitation, the following facts and recommendations. 

Ours is a small export organization specializing in papers, paperboard, and 
supplies and equipment for the graphic arts and the packaging industries. We 
employ an average of 6 people in our principal office and some 15 commission 
agents abroad. Our yearly volume of sales average $1,500,000. The company 
was founded in February 1946. 

We trade in any country of the world where trading is possbile and permis- 
sible. Our principal markets in recent years had been Cuba and Venezuela. 
but in a lesser degree we also trade in most of the other countries of Central 
and South America, as well as in areas of Europe, Asia, and Africa. 

Our arrangements are direct with primary producers and manufacturers in 
the United States and our sales are made through our agents to manufacturers 
and wholesalers abroad. We have up to now assumed all responsibility for fi- 
nancing all transactions and have also assumed all commercial credit and po- 
litical risks. Our operations make it possible for U.S. manufacturers and 
producers, who otherwise would be unable to offer their products abroad for 
lack of export sales organization, to enjoy the benefit of foreign trade. We 
contend, therefore, that our function is useful and valuable to the national 
economy and we should merit the attention and assistance of the U.S. Gov- 
ernment. 

The embargo on shipments to Cuba left us with firm orders and confirmed 
letters of credit on hand amounting to nearly $100,000. The current threat of a 
devaluation of the Venezuelan currency or the blocking of outstanding col- 
lections in that country has inflicted additional damage to our export business, 
and without the help of the U.S. Government, we will be forced to follow a 
more conservative policy in that market which will result in a further eut 
in our business. 

The principal problems encountered by the U.S. exporters in foreign markets 
can be enumerated as follows: 

1. Intensive competition from other countries where because of lower produc- 
tion and distribution costs, they are able to sell at prices lower than ours. 

2. Political risks due to various causes which may prevent the exporter from 
collecting outstanding receivables in a particular market. 

3. Commercial credit risks due to a general trend in business in the particu- 
lar market, which may drive local businesses into bankruptcy and insolvency. 
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4. High cost of financing export sales, especially when they involve bulk com- 
modities commonly sold with small margin of profits, in which cases regular bank 
financing becomes prohibitive. 

To cope with the problems enumerated above, I respectfully submit to your 
committee the following recommendations, which in my opinion should prove 
effective in assisting exporters to maintain and expand our export business. 

1. Either under existing legislation or by future special legislation a tax 
incentive should be instituted so that exporters may be able to receive such an 
incentive on presentation of evidence (a@) that they have used such an incentive 
in meeting lower prices forced by foreign competitions; (b) establishing or ex- 
panding its foreign organization; (c) investing in local enterprises that will con- 
sume more U.S. materials and supplies. This incentive to be limited to transac- 
tions involving goods produced or manufactured in the United States of America 
only. 

2. Initiate negotiations on a diplomatic level with all countries able to con- 
sume U.S. products that because of lack of dollars are deprived of buying in 
this country. Endeavor to negotiate bilateral agreements that will permit 
foreign countries to buy with either dollars derived from their exports to the 
United States of America, or with their own currency, which will be accepted 
up to a specified amount by the U.S. Government. This foreign currency to be 
then made available at a discount rate to U.S. exporters, tourists, investors, etc., 
who may use it for traveling or establishing businesses in the particular country. 
These agreements may be supplemented with direct U.S. loans to the particular 
country or loans for specific projects aimed at the economic development of the 
country in question. 

3. Improve and liberalize the present system of export guarantees on political 
risks being offered by the Export-Import Bank of Washington. Have these 
guarantees made available at lower rates, and shorten the period of time needed 
to collect claims for losses to no more than 90 Gays. Increase the percentage of 
coverage up to 05 percent, especially on transactions covering bulk commodities 
yielding small margin of profits. 

4. Create a Government agency or arrange with subsidized private under- 
writers so that they can offer exporters a more effective system of insurance on 
commercial credit risks. 

5. Create or use one of the existing Government agencies to facilitate short- 
term and long-term financing of export sales at special low interest rate. 

Finally, let’s all of us who are engaged in foreign trade or have an interest 
in promoting it and who constantly are in touch with people abroad add one 
more precious commodity to our selling list * * * and sell America. Let’s dedi- 
eate and direct our best efforts for the common good and the enhancing of the 
prestige of our country. Let’s prove to the rest of the world and more espe- 
cially to international communism that this country is not in its dying agony as 
some of our enemies are proclaiming, but instead very much alive and overflowing 
with vitality and energy. Let’s prove to misguided native nationalism in under- 
developed lands that we can be their true friends and neighbors and that we can 
offer them genuine help in solving their problems, 

Yours sincerely, 
ALBERT J. PEREZ, President. 


STATEMENT (No. 1) OF WILLIAM RECHT, PRESIDENT, WILLIAM RECHT Co., INC., 
New York, N.Y., WitrH ACCOMPANYING Copy OF LETTER ADDRESSED TO THE 
PRESIDENT OF THE UNITED STATES AND REPLY THERETO 

WILLIAM REcHT, Co., INc., 
New York, N.Y., November 1, 1960. 

SENATE SMALL BUSINESS COMMITTEE, 

Senate Office Building, Washington, D.C. 

(Attention: Hon. Senator John J. Sparkman. ) 


GENTLEMEN : Enclosed is a clipping from the Journal of Commerce’ of one 
day last week and we do not know just how far the committee has authorized 
the newspaper to publish the request for this type of suggestion. 

We would like to start out by attaching copy of letter we addressed to the 
President some time ago. We, of course, received a reply which naturally did not 
cover the subject at all, but it was the type of reply we expected. 





1 Retained in committee files. 
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The writer has had about 40 years of experience in the export field; first with 
a very large company and then, in the last 10 years, operating what you would 
probably refer to as a small firm of exporters. 

First question: “What share of American exports is now furnished by small 
business ?” 

This would be very small unless the individual exporter had a great deal 
of capital and had already extended credit in Latin American countries taking 
the chance that he will be able to have his investment back within a year. 

Second question: “How have particular small businesses gone about entering 
the export market?” 

The way things are going now, the small exporter will not have a Chinaman’s 
chance, and I am not referring to Nationalist China. First of all, he would 
have to be able to make a product and sell it at a price below his large com- 
petitors’ who maintain their own export departments and then would have to 
sell the exporter who may or may not want to finance this type of business for 
a period of time. This also answers the third question: “What problems have 
they encountered and how have they solved them?” Only that this problem 
has not been solved. 

Fourth question: “What help have they received from Government agencies, 
etc?” 

You can obtain help from our Government—a small business loan only if the 
banks refuse to extend credit. Any firm in that plight does not and cannot do 
any export business. 

Fifth question : “What additional types of help would be useful?” 

If the Government would take over the exporter’s drafts and finance them. 

Sixth question: “What sources of information and assistance are available 
to the would-be small business exporter?” 

Generally the type of information the small businessman can get from the 
Government agencies is inaccurate or old or both. The only manner in which 
you can expect to get any concrete information, in our experience, is for the 
exporter to have a traveler from his own organization visit the foreign markets. 
Spend his own money and compile the information he needs to carry on his 
own business. 

In conclusion I would like to add that the correspondence attached refers 
to a statement made by the President of the United States that exporters are 
timid. We do not think that we have been timid. We have $60,000 in accounts 
receivable in Cuba. This administration has locked the barn after the horse 
was stolen by putting an embargo on future shipments to Cuba, thus encouraging 
Castro to seize the banks and thereby also the money due American firms on 
accounts receivable which was placed there by their customers in good faith 
waiting for the Cuban pesos to be converted into dollars. We should have been 
more timid and fearful about the whole thing, but we were encouraged by the 
President’s suggestion that most firms are timid and are afraid to do business 
in Latin American countries. 

We are quite certain that the above will be filed with all of the other letters 
being written to Washington without any particular action being taken to 
improve the situation in which all of the exporters find themselves today. 

We shall be very glad to furnish any other information that you believe 
would be more helpful rather than our criticism which we are quite certain 
is not appreciated. 

Respectfully submitted. 

W. Recut, President. 

P.S.—Enclosed you will also find copy of the reply received from the White 
House dated April 19, 1960, together with enclosures mentioned therein. 


Exnipir 16 


TExT OF LETTER ADDRESSED TO THE PRESIDENT, WILLIAM RECHT Co., INC., 
NEw York, N.Y. 
Marcu 24, 1960. 
The PRESIDENT, 
The White House, 
Washington, D.C. 


My DEAR Mr. PRESIDENT: We were very much interested in the article which 
appeared in the Journal of Commerce of today in which exporters are urged to 
“be bold.” 
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We have been exporting for some 30-odd years and have over $100,000 tied up in 
Cuba and cannot get our money. Recent action of our State Department in that 
country makes us wonder whether it is good judgment to “be bold.” 

It is very interesting to note that no businessman is actually employed in the 
State Department who understands business and our career diplomats are 
certainly not bold. What is your advice as to how you get your money out of 
Cuba and what is our State Department doing to help the businessman in that 
part of the world? 

Cuba was the best customer that the American exporter had for many years. 

What is being done to correct the situation? We have many friends who are 
anxious to do business with us and we also have an investment in plant equip- 
ment which we would like to put to work, but obviously we cannot do that at 
the present time. 

The countries who have been successful in doing export business prior to World 
Wars I and II were those whose governments took an active interest in helping 
the exporter. Weare not referring to lipservice, but to actual cooperation. 

We have some ideas on the subject having spent more time in Cuba than any 
of our career diplomats who have never reported the actual conditions or did 
not understand them or had some personal reasons for not giving correct reports. 

We should be interested in discussing the situation. 

Very truly yours, 
W. Recat, President. 
EXHIBIT 17 


TEXT OF REPLY FROM GERALD D. MORGAN, THE DEPUTY ASSISTANT TO THE 
PRESIDENT, WITH ACCOMPANYING EXHIBITS 
APRIL 19, 1960. 
Mr. WILLIAM RECHT, 
William Recht Co., Inc., 
New York, N.Y. 

DEAR Mr. Recut: On behalf of the President, I am replying to your recent 
letter concerning difficulties in obtaining payment for merchandise exported to 
Cuba. 

It appears that your situation may be like that of many other American 
exporters whose customers in Cuba have paid the invoice amount, in pesos, 
to the National Bank of Cuba and have requested foreign exchange for remit- 
tance to the United States. The remittances problem has become a very serious 
matter, to which the Department of State and the Embassy at Havana are giving 
the closest possible attention. I am enclosing an extract from a recent study 
of the problem prepared by the Embassy and a copy of a translation of new 
Cuban exchange regulations, which appeared in Havana newspapers on March 20. 
You will note from the Embassy’s study that requests for dollar remittances 
have been delayed, presumably because of the shortage of foreign exchange avail- 
able in Cuba. 

While it is not possible to predict how long it will take the Cuban Government 
to reduce the payments backlog, I am informed that higher than average sugar 
exports since January 1 should make possible some improvement in the near 
future. 

The Embassy at Havana is prohibited from acting as a collection agent in cases 
of this sort; nevertheless, it can and does use its good offices to attempt to effect 
an amicable settlement. The Embassy is in constant touch with the National 
Bank of Cuba, and therefore is in a position to bring individual cases to the 
attention of the appropriate officials. If you have not already done so, it is 
suggested that you may wish to supply detailed information concerning the 
shipments made to Cuba, for which you have not been paid, together with all 
pertinent available information concerning requests for dollar exchange made to 
the National Bank of Cuba by your customers in that country. I am sure that 
the Embassy will continue to assist American exporters in every appropriate 
manner. 

Our Government, of course, is very much interested in obtaining the views 
and suggestions of its citizens concerning any assistance that might be given 
to American exporters. The Department of Commerce, Bureau of Foreign 
Commerce, is the Government agency primarily concerned with assisting Ameri- 
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can businessmen in their trade with, or investments in, foreign countries. I 
am sure that the Department of Commerce would be most interested in discuss- 
ing your ideas. 
Sincerely, GERALD D. MORGAN, 
The Deputy Assistant to the President. 


FoREIGN EXCHANGE REMITTANCES FROM CUBA 
(Based on report from the American Embassy, Havana) 


In such cases where payment has already been made in pesos and the local 
commercial bank has requested dollar exchange, the problem lies in obtaining 
remittance approval from the Monetary Stabilization Fund, Exchange Division, 
of the National Bank. Accordingly, the problem of exchange remittances was 
again discussed with the responsible authorities of the Office of the Monetary 
Stabilization Fund on February 15, 1960. The general answer given by the 
Fund was the same as that given at an earlier meeting, i.e., that the depletion 
of Cuba’s foreign exchange balance has made it necessary to delay approval of 
many foreign exchange requests in order to avoid complete exhaustion of its 
dollar reserves. The Fund’s authorities further stated that there was no remedy 
for this situation until Cuba obtains sufficient reserves to be able to approve 
these pending requests without seriously endangering her foreign exchange posi- 
tion. No estimate can be given when the exchange position will be strong 
enough to permit the payment of the pending requests. 

Since December 4, 1959, the Fund has followed the general rule of giving 
priority to foreign exchange remittances applicable to those imports for which 
licenses have been approved so that the importer who gets a license for a ship- 
ment from the United States can be reasonably sure he will also get the dollars 
for payment. Such license approvals are generally made only for necessities. 

There are occasional approvals granted to pending requests for remittances to 
cover vital imports made during the last 4 or 5 months of 1959. These are fre- 
quently given as an incentive to U.S. suppliers of necessities in cases where they 
are loath to ship more merchandise until other commercial debts are liquidated. 

A member of the Embassy was informed by a Cuban official that there are 
approximately $80 million in exchange requests pending with the Monetary 
Stabilization Fund at this time. The Embassy at Havana has utilized every 
appropriate opportunity to discuss the problem of foreign exchange remittances 
with Cuban officials. Although the Department does not know when foreign 
exchange remittances will be approved by the National Bank of Cuba, it will be 
of interest to you that the cane grinding season is now underway in Cuba and 
that Cuba’s dollar exchange position may be expected to improve as the market- 
ing of this year’s sugar production gets underway. 


NEw CUBAN FOREIGN EXCHANGE REGULATIONS 


On March 20, 1960, most Havana newspapers carried a notice of new Cuban 
foreign exchange regulations. The following is a translation of this notice: 

“It has been made known that the monetary stabilization fund of the National 
Bank of Cuba has accorded that on April 1, 1960, it will begin authorizing reim- 
bursement of pending obligations pertaining to importations of merchandise 
realized prior to December 1, 1959, in accordance with the following schedule: 

“1. Pending applications will be approved chronologically, in order of the date 
of receipt of the importations for which reimbursement is to be authorized. 

“2. Within the above-mentioned order, they will attend, for some time being, 
only those payments representing merchandise currently listed in instruction 
No. 4 of the monetary stabilization fund, that is for goods which an ‘LO’ type 
import license (not subject to surcharge) is now required, taking into con- 
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sideration the greater or lesser need in the future for the items supplied by 
the exporter and the terms of sale offered for future operation.” 


STATEMENT (No. 2) OF WILLIAM RECHT, PRESIDENT, WILLIAM RECHT Co., INC., 
NEw York, N.Y. 
NOVEMBER 10, 1960. 
SENATE SMALL BUSINESS COMMITTEE, 
Senate Office Building, Washington, D.C. 
(Attention: Mr. Walter B. Stults, staff director). 

Dear Sirs: In connection with Small Business Exports and the world market 
public hearings to be held in New York, N.Y., on November 17, 1960, we submit 
the following statement : 

1. William Recht Co., Inec., 50 Church Street, New York, N.Y. 

2. Printing inks for all purposes and jobbers in graphic arts materials, machin- 
ery, and accessories. 

3. Firm operating since 1950; starting with two employees. In the course of 
® vears staff increased to 6 employees and in 1959 prior to the Cuban political 
disorders, the staff had reached a total of 22 employees. Sales volume grew 
constantly from a mere trickle in the beginning to approximately $1,300,000 for 
the fiscal year ending February 29, 1960; dropping by 16 percent since the situa- 
tion in Cuba. 

4. The founder, William Recht, was associated for 35 years with a very large 
organization, manufacturers and exporters of printing inks and supplies. He 
started for his own account in 1950 handling supplies and equipment for the 
graphic arts on a jobbing basis, later engaging in the actual manufacture of 
printing inks for all purposes (acquiring Gaetjens Berger & Wirth, Ine. with 
50 employees). The firm does an import business having a volume of about 
8$350.000 per year. Branch ink manufacturing plants have been opened in 
Pennsylvania, Massachusetts, Canada, Mexico, and Cuba. 

5. Export sales represented 3314 percent of all annual sales. This percentage 
declined to 14.35 percent in October 1960 due to the conditions in Cuba. 

6. The firm exports to the following countries mentioned in relation to their 
importance in dollar volume: Cuba, Venezuela, Colombia, Peru, Ecuador, Panama, 
Dominican Republic, Costa Rica, Guatemala, Switzerland, Denmark, and Italy. 

7. The founder, during his 45 years of experience in the manufacturing and 
exporting field made countless friends in the graphic arts industry here and 
abroad. He employs both indirect and direct selling utilizing built-in export 
department. 

8. Sales are made to ultimate consumers consisting of newspapers, publishers 
letterpress and offset plants. 

9. The problems encountered mostly are those pertaining to financing and 
obtaining accurate information regarding the foreign territories. Collections 
in most Latin American countries are slow necessitating great outlays of 
capital. Besides items manufactured by the firm, it jobs in supplies, machinery 
‘new and used) consisting of printing and offset presses, metal decorating 
equipment and accessories which many times runs into high five figure amounts. 

10. It is this firm’s opinion that subsidies or loan facilities should be made 
available to small exporters by some Government agency and some form of 
insurance should be available against heavy losses which could be sustained 
due to political disturbances which might arise in foreign countries, such as the 
current situation in Cuba under which this firm, a so-called small exporter stands 
to lose on accounts receivable about $60,000 not to mention an economic loss and 
the invesement in an ink manufacturing plant. 

11. Small American manufacturers wishing to go into exporting should have 
a speaking and writing knowledge of the language of the countries to which 
they wish to export; they should know something about the psychology of the 
foreign buyer and customs prevailing in said countries. They should be pre- 
pared to tie up large sums of money in accounts receivable. While some letters 
of credit can be obtained the usual practice is terms of 60, 90, and 120 days. 
Actual losses are not high in Latin America though collections are slow provided 
sales are made to first class firms enjoying good credit rating. 

Respectfully submitted. 

W. Recut, President. 
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Exurisit 18 


LETTER FROM WILLIAM RECHT, WILLIAM RECHT Co., INc., WITH ACCOMPANYING 
LETTe&R FROM VOLKARD Bros., KARACHI, PAKISTAN 


WILLIAM REcHT Co., INC., 
New York, N.Y., December 16, 1960. 
SENATE SMALL BUSINESS COMMITTEE, 
424 Senate Office Building, 
Washington, D.C. 
(Attention of Mr. Walter B. Stults, staff director). 

Dear Mr. Stutts: With reference to the correspondence we have exchanged 
with you regarding small business exports, for the record we simply want to 
acquaint you with the fact that when we quote on some inquiries which are 
received in this office through the ICA we are confronted with competition from 
other countries although the funds used to purchase the goods are furnished by 
the United States. 

As an example, we enclose copy of a letter dated December 6, 1960, received 
from Volkart Bros., Karachi, Pakistan, wherein they inform us that the order 
involved went to the United Kingdom, because their price was more favorable. 

We believe this requires no further comment on our part. 

Yours very truly, 
W. Recut, President. 
VOLKART Bros., 
Kerachi, Pakistai:, December 6, 1960. 
Re import of printing inks, under ICA PA No. 391-890—899-928-0240; SA No. 
RM 021264. 
WILLIAM ReEcuT Co., INc., 
New York, N.Y. 

Deak Sirs: We refer to your letter dated October 4, 1960, with which you were 
kind enough to give us your quotations for printing inks proposed to be imported 
by us under ICA commodity aid program to the total value of US$8,085 C. & F. 
Karachi. 

While thanking you for your kind offer we regret to inform you that your 
prices were found too high for our market as also in comparison with prices of- 
fered by suppliers from other sources. Apart from the above fact, all orders 
placed under ICA program are subject to prior approval of our Government 
authorities in regard to prices. These authorities usually approve the lowest 
prices available for the required commodities. Our order has accordingly been 
placed on a manufacturer in the United Kingdom whose prices were found 
to be most competitive. 

Thanking you once again for submitting us your quotations, we remain, 


Yours faithfully, 
VOLKART BROS. 





RECOMMENDATIONS SUBMITTED By THEODORE J. RICHTER, OF THEODORE J. RICHTER 
& ASSOCIATES, TEANECK, N.J. 


RECOMMENDATIONS To AssIst SMALL BUSINESS CONCERNS IN DEVELOPING AND 
EXPANDING Export SALES 


(1) Within the framework of the Department of Commerce or the Small 
Business Administration, at least 30 trade centers should be established at se- 
lected cities in foreign countries around the world. Such centers should be of 
sufficient size and have sufficient expansion possibility to accommodate a display 
of the products of any small business concern interested in such display. The 
trade centers should be adequately staffed by personnel qualified to explain the 
qualities and features of products displayed in the center. A fee should be 
charged for this service equal to the cost of the space used by each exhibitor. 

In this manner the effects of a permanent exhibition of American products 
ean be maintained at a minimum cost to the Federal Government. The value of 
trade fairs, international houses and similar devices has long been established. 
Should the recommendation be enacted, the small business concern would for 
the first time have the possibility of showing his wares at a cost he can accept, 
and at a point which is bound to attract the attention of the foreign buyer. 
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(2) Also within the framework of the Department of Commerce or the Small 
Business Administration at least 30 information centers should be located at 
selected sites within the United States, staffed with persons whose responsibility 
it shall be to inform the small business concerns of the United States of the 
trade center program, and to answer all questions the small business concern 
can pose as regards exports. 

(3) Within the trade centers proposed in item 1 hereof, special personnel 
skilled in the checking of credits shall be maintained and the SBA shall provide 
the mechanics of establishing credit insurance for all sellers or risks that have 
first been passed by the credit departments of the trade centers. This will enable 
the small business concern to extend sufficient credit to foreign buyers to meet 
the competition. 

(4) Direct short-term loans shall be made to qualified SBA concerns, against 
invoices due from insured foreign purchasers, 

(5) Tax relief should be recommended by the SBA to the Congress, for all 
profits earned by small business concerns from their export sales, which are 
used for plant expansion to accommodate increased export business. 

(6) All Federal Government agencies should actively seek the removal of any 
existing and remaining restrictions on any product produced by small business 
concerns. 

(7) All trade publications at home and abroad should be used to advertise 
the trade and information center program. 


STATEMENT OF JOHN C. ScHoop, MELROSE PARK, PHILADELPHIA, PA. 


SMALL BUSINESS COMMITTEE, 
U.S. Senate, Washington, D.C. 


GENTLEMEN: I read with much interest about your forthcoming hearings in 
Newsweek for November 14, in an effort to encourage small businesses to try 
export. 

“Tgnorance is the main problem,” is possibly an overstatement, or at least too 
simplified, if I may volunteer my humble opinion. With your permission, I 
would like to present the following comments: 

As far as my imports are concerned, they consist at this time exclusively of 
AAA quality gift items from Switzerland, Austria, Portugal, India, totaling a 
few thousand dollars. 

For the last 2 years, I have been trying to build up export, as a sideline until 
this past summer, when I swung into this field with considerable effort. 

The Paper Welder Inc., of Medina, N.Y., has entrusted me about 18 months 
ago with their export agency, when I offered my respective services. They 
advertise extensively in the Office magazine, including their Spanish issues. 
I have processed inquiries from about 35 countries, with as many as six from 
the same country. The paper welder is perhaps the most expensive unit in 
paper fasteners, justified by its sturdy model and unique operation. In this 
case, I buy from the company for export, and add a narrow margin for expenses 
and profit, with an eye for volume sales. The paper welder has been rejected 
by foreign importer dealers completely, as beyond competition. In the meantime 
I have sold this unit to direct users abroad at U.S. retail price, which I would 
stop if and when I could establish an importer-distributor. 

Since July 1960 I have established a number of interesting contacts with 
foreign importers by means of the ads in the Journal of Commerce. Some 
negotiations are active at this time, and may yet result in orders. Some trans- 
actions may fail because of the unwillingness of the foreign importer to pay by 
irrevocable letter of credit. But the big obstacles, it seems to me, are developing 
at the hands of the American manufacturers themselves. Of course, I cannot 
use the so-called brand manufacturers as suppliers. I seek smaller manufac- 
turers in all lines for which I have inquiries. Some will make a submission, but 
often weeks after the respective request, or they don’t follow through with 
adequate samples and literature. 

Much of the literature is far too heavy for airmail, which some firms will 
brush aside. Others have their American wholesale prices on their prospectus, 
which, obviously, I cannot use. But when prospective suppliers suddenly break 
up our negotiations, I come to the conclusion that they decided not to deal with 
me, probably after Dun & Bradstreet could give them no credit standing of my 
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small firm which, admittedly is still working on a shoestring basis. However, 
in every case I have offered also to pay with irrevocable letter of credit against 
shipping papers. 

In several cases I asked to review export prices. No reductions have been 
forthcoming. I respectfully submit that, unless a manufacturer does advertise 
abroad, the export price should not be loaded with sales costs in the United 
States, which might bring us down to a competitive price. This has had no 
results. , ; 

I also wish to inject here the fact of some irresponsible exporters, which is 
detrimental to the American trade abroad. A year ago one of my correspondents 
in South Africa paid me a visit. I showed him a very clever tool for which I 
had obtained export prices. My client knew the product and export manager 
already. He had made a deal of exclusivity with an importer-distributor in 
South Africa. But another party from that country approached him directly 
and made a bargain without the accredited importer. Needless to say, we got 
a black eye. In another case I had an inquiry for a good-sized order in mechani- 
cal pencils from a Central American country. The manufacturer whom I ap- 
proached about it acknowledged that his firm was represented in that country, 
but they would sell me anyhow. I refused the deal, in the full belief that such 
trading would hurt myself and the American reputation as well. The Export 
Division of the Department of Commerce could tell you about my endeavors to 
stay strictly in the clear in all my dealings. 

As export agent I am taking commissions as low as 5 percent, and up to 1f 
percent, depending on character of product and likely expenses for my endeavors. 
New problems arise almost every day. I don’t think it to be a biased opinion 
on my part if I respectfully suggest that it would be better for small business, 
export minded, to appoint an export agent like myself, who is versed with the 
problems, and most likely can operate cheaper because he is handling other 
articles at the same time, and already has established contacts. The question 
would be to find contact with firms like mine. 

If these comments are of any value in your deliberations, and you might find 
it of interest to question me further in these matters, please be advised that T 
underwent a very serious operation a few weeks ago, and still am very weak. I 
could not appear anywhere, unless I could get transportation from door to door. 

I thank you for giving some of my points consideration in your forthcoming 
hearings, and I would be pleased if I made a small contribution in the matter 
under discussion. 

Respectfully yours, 
JoHN ©. ScHoop. 





STATEMENT BY JAMES J. SHEA, PRESIDENT, AMERICAN OVEROCEAN COoRP., 
NEw YorK, N.Y. 
NOVEMBER 8, 1960. 
U.S. SENATE SMALL BusINEss COMMITTEE, 
Senate Office Building, Washington, D.C. 

GENTLEMEN : I note that there will be a special public hearing on small busi- 
ness exports of the world market to be held here in New York next week. The 
writer is a small businessman, who has been in the export/import business 
in New York for 40 years, 35 of it with the American Overocean Corp. of which 
I am the president. The company is rated in Dun & Bradstreet, has been for 
the past 35 years of its existence. 

Prior to the last war we did a very nice export business, however during the 
war the large manufacturing companies found out that they could secure export 
licenses and charge the people abroad full list prices plus 5 pereent for their 
goods. As a result most of them built up a large export department, that cost 
them a lot to keep going. However, it also made these departments quite 
independent and demanding. For instance if we get inquiries for goods for 
shipment to a certain country, it is necessary for us first to tell the manufac- 
turers to what country goods are to be shipped—then we are told in most cases 
that they cannot sell to us as they are already represented in that country. 
They further ask us to write to our principal in that foreign country and insist 
that he call on their agent in that country regarding the goods. Actually what 
does happen is that these manufacturing companies now quote their agent in 
that foreign country (including his 10 percent to 20 percent commission) a 
certain price c.if. that country, and that agent is privileged to sell to the 
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actual users at the list price, and the manufacturer will ship the goods to that 
buyer on terms of 60 days, 90 days, 120 days, etc. When they do quote an 
exporter like ourselves, they give us a list price c.i.f. that country, and we either 
have to open a letter of credit, or pay for the goods cash when they ship them 
to us. 

Our Government makes it easy for these manufacturers to do business as 
they offer to finance their sales abroad. There is nothing in the regulations 
that insist that the manufacturers are to offer their goods for export to exporters 
at the same net price that they offer them to their agent in the foreign country. 
This therefore makes the ease in financing an actual handicap to the small 
businessman, as if there were no financing, the large manufacturer would have 
to come to us for financing of shipments to some countries. 

So the so-called Small Business Committee in all its regulations without 
apparently intending to do so, helps the large manufacturer and impedes the 
small businessman. In my 35 years experience I have found that any time 
our Government makes any kind of rules or regulation supposedly to help the 
small man, that same rule or regulation is turned around by even Government 
employees in their administration of the act, to a point where the small business- 
man might just as well stay home, if he is not politically well fixed, or if he 
does not employ an agent to take care of his business. 

In former years our exports ran to $500,000 yearly: today they amount to 
possibly $50,000 yearly. You can see how the Small Business Committee has 
helped us. 

Very truly yours, 
JAMES J. SHEA, President. 


STATEMENT OF I, P. Spruyt, AGRIC MACHINERY Corp., NEw York, N.Y. 


NOVEMBER 1, 1960. 
SENATE SMALL BUSINESS COMMITTEE, 
Washington, D.C. 
(Attention Mr. Raymond D. Watts). 


DraAr Sir: I welcome the opportunity to let the counsel know of some problems 
encountered. 

We are exporters since 1941 and after the war also acted as purchasing 
agents for some foreign accounts. As such we buy from any suitable American 
manufacturer. Furthermore we also represent the Niagara Blower Co., Butf- 
falo, N.Y., for export. Our exports are mainly in the industrial and mining 
machinery lines. 

One problem that recently came up is the following. To fulfill the conditions 
of a bid, we had to present a performance bond to the bank that would issue the 
letter of credit. This bond would guarantee the proper execution of the con- 
tract to f.o.b. warehouse or f.a.s. pier, New York. We approached the Insurance 
Company of North America, Bonding Department, and informed them that our 
suppliers would in turn give us a performance bond. I gave the insurance com- 
pany my financial statement as an indemnitor listing cash, securities and real 
estate of more than six times the amount of the bond. Nevertheless the in- 
surance company replied that this financial statement does not meet with its 
standards. 

If six times the amount of the bond is not enough, or considerations regard- 
ing the size of the company applying for the bond, enter into the decision, per- 
haps a Government sponsored export insurance company could be set up? Our 
business record is 100 percent clean and we enjoy a fine reputation as evidenced 
by a Dun & Bradstreet report. 

Perhaps such an insurance company could also undertake to insure sight draft 
exports that do not come under Export-Import Bank, DLF, ICA, ete. Ex- 
port companies that have been in business for e.g. a minimum of 15 years could 
be eligible and it could be patterned after the New York State unemployment in- 
surance system. 

I shall look forward to a most positive result of the hearings in the near fu- 
ture and remain, 

Very truly yours, 
I. P. Sproyt. 
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STATEMENT OF ARTHUR TARSHIS, ARTHUR TARSHIS ASSOCIATES, NEW YorkK, N.Y. 
NOVEMBER 18, 1960. 

Hon. JENNINGS RANDOLPH, 

Senator, West Virginia, 

U.S. Senate, Washington, D.C. 

Dear SENATOR: Our business is the organizing, producing, and managing of 
trade shows. We have been doing this work for close to 20 years and today, 
the New York Premium Show (sponsored by the Premium Advertising Associa- 
tion of America), the Variety Merchandise Fair and the Store Equipment Exhibit 
are three of our outstanding trade shows held annually here in New York. 

The writer was associated with the Fairchild publications for over 30 years, 
and with this background of experience in the operations of the women’s fash- 
ion industries of America, I conceived the idea 2 months ago of an opportunity 
for the manufacturers of women’s wearing apparel and fashion accessories in 
America to increase their distribution for the showing and sale of their products 
throughout the United Kingdom. 

To this end, with three members of our organization, I went to London a 
month ago to finalize plans for an American Fashion Industries Fair to be 
held in London November of next year. 

A survey we made indicated that a $15 million market throughout England, 
Northern Ireland, Scotland, and Wales presented itself; and, believing im- 
plicitly in the importance of export trade, we will shortly make an announce: 
ment to all members of the women’s fashion industries of America inviting them 
to participate in this first organized trade fair which will highlight American 
designed and manufactured products for women and children. 

Knowing of your keen interest in the development of export trade, I thought 
you would like to know about our plans. This is why I am writing to you. 

Very sincerely yours, 

ARTHUR TARSHIS. 


STATEMENT OF B. W. UNGE, ASSISTANT VICE PRESIDENT, MANAGER, INTERNATIONAL 
DEPARTMENT, CITY NATIONAL BANK & TrusST Co., KANSAS CiTy, Mo. 


NOVEMBER 10, 1960. 
SENATE SMALL BUSINESS COM MITTEE, 
Senate Office Building, Washington, D.C. 

GENTLEMEN: It is gratifying to see the interest you are displaying in the 
attempt to encourage additional export business from this country. 

It is clear that an increased volume of export trade would materially improve 
our balance of payment, thus reducing the gold loss and stabilizing the dollar. 
There are several moves that can be made in order to achieve an increase in 
export activities, the principal one being a better arrangement covering credit 
insurance on liabilities. 

The Export-Import Bank has recognized the need of export guarantees, and is 
to be commended for the work they have been doing. Unfortunately, the scheme 
now sponsored by the Export-Import Bank is insufficient. An exporter needs 
not only protection against political risks but against commercial risks as well 
and, furthermore, he should be given a certain amount of selectivity. By selec- 
tivity, we mean visual regional select countries, in other words, he should be 
permited to insure, shall we say, shipments to Latin American without being 
asked to insure shipments to Western Europe. This is not now the case. 

Another thing we feel would be helpful would be if commercial attachés were 
established with the embassies under the jurisdiction of the U.S. Department 
of Commerce and not under the Department of State. 

These are only two suggestions, and we wonder if it would be possible to 
arrange for a committee meeting in this city. If so, we shall be pleased to 
bring together various exporters here in order to give them an opportunity to 
exchange views with your committee. 

We shall be pleased to assist you in this matter to the best of our ability 
and hope to have the pleasure of hearing from you at your earliest convenience. 

With kindest regards, we remain 

Cordially yours, 
B. W. UNGE, 
Assistant Vice President, 
Manager, International Department. 
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Exuisir 19 


Text OF LETTER SENT BY SENATE SMALL BUSINESS COMMITTEE TO SMALL MANv- 
FACTURERS AND EXPORTERS, FORWARDERS, CARRIERS, AND OTHER EXPORT-SERVICE 
ORGANIZATIONS 

NOVEMBER 38, 1960. 

DEAR Sir: Your firm has been called to my attention as a small-business manu- 
facturer with some active foreign accounts. The Senate Small Business Com- 
mittee is presently studying participation by small businesses in America’s ex- 
panding exports. Three public hearings will be held on this subject, the first 
being in New York on November 17. 

Two press releases are enclosed about our projected hearings.’ 

Also enclosed is a “suggested outline for statement by small manufacturers.” ” 
The committee would be deeply grateful for your cooperation in submitting a 
statement to it along the lines of this outline. Your statement wouid be in- 
cluded in the printed record of the hearings, which we hope will become a valu- 
able reference work for other American small businesses interested in exporting. 
Of course, the hearing record will also serve this and other congressional com- 
mittees in considering problems present small-business exporters have which the 
Congress, by legislation, might help solve. 

Deadline for receipt of statements to be included in the printed hearing record 
is December 24, 1960. If you are interested in appearing in person at the New 
York hearing, we should have your statement at the committee’s offices (Wash- 
ington, D.C.) by November 14. 

Your willingness to assist the committee in this matter will certainly be an 
extremely worthwhile public service. 

Sincerely yours, 
HARRISON A. WILLIAMS., Jr., 
Acting Cochairman. 


EXHIBIT 20 
U.S. SENATE SELECT COMMITTEE ON SMALL BUSINESS 
SENATOR JOHN SPARKMAN, CHAIRMAN 
PuslLic HEARINGS ON SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


New York, N.Y.: Thursday, November 17, 1960; 9:45 to 12:30, 2 to 5; room 
2704, U.S. Courthouse, Foley Square. 

New Orleans, La.: Friday, December 9, 1960; 10 to 12:30, 2 to 5; Hotel Roose- 
velt, Gold Room. 

San Francisco, Calif.: Wednesday, December 14, 1960; 10 to 12:30, 2 to 5; 
Public Health Service Building, room 300, 101 Grove Street. 


SUGGESTED OUTLINE FOR STATEMENTS BY SMALL MANUFACTURERS 


Written statements, filed in advance of hearing dates, will be included in the 
printed record of the hearings and will be most helpful to the committee and 
to other small businessmen if they include answers to as many as possible of the 
following questions. 

1. Please open your statement by giving the name and address of your company 
and the name and title of the person making the statement. 

2. What products do you manufacture? 

3. Indicate the size and growth record of yourrcompany, in terms of annual 
sales or number of employees or both for the past few years. 

4. Include a brief summary of your company’s history: when founded, original 
products and customers, later diversification, etc. 

5. What percentage of your total annual sales represents export sales? 

6. To what countries do you expert your products? Which countries are most 
important? 


1 See exhibits 22 and 23, p. 171. 
2 See exhibit 20, p. 169. 
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7. Please explain how, when, and why your company Started to sell in foreign 
markets. What method of exporting do you employ? (For example: Indirect 
exporting, utilizing export commission house, buyers for export, manufacturers’ 
export agent or export merchant. Or, direct exporting, utilizing built-in ex- 
port department or separate export department. ) 

8. What classes of customers buy your products in your foreign markets? 
What methods of distribution are employed by you.or your customers in those 
markets? 

9. What problems did you encounter or are you encountering in your exporting 
activities? 

10. In your opinion, are any amendments or additions to present Federal law 
or national trade policy needed to permit American small business to participate 
to the fullest extent in export trade? 

11. Do you have any specific suggestions or advice to offer smaller American 
manufacturers who wish to go into exporting? 


ExHIsiITr 21 
U.S. SENATE SELECT COMMITTEE ON SMALL BUSINESS 
SENATOR JOHN SPARKMAN, CHAIRMAN 
PuBLIC HEARINGS ON SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


New York, N.Y.: Thursday, November 17, 1960; 9:45 to 12:30, 2 to 5; room 
2704, U.S. Courthouse, Foley Square. 

New Orleans, La.: Friday, December 9, 1960; 10 to 12:30, 2 to 5; Hotel Roose- 
velt, Gold Room. 

San Francisco, Calif.: Wednesday, December 14, 1960; 10 to 12:30, 2 to 5; 
Public Health Service Building, room 300, 101 Grove Street. 


SUGGESTED OUTLINE FOR STATEMENTS BY EXPORTERS, FORWARDERS, CARRIERS AND 
OTHER EXPORT-SERVICE ORGANIZATIONS 


Written statements, filed in advance of hearing dates, will be included in 
the printed record of the hearings and will be most helpful to the committee 
and to small businessmen if they include answers to as many as possible of the 
following questions. 

1. Please open your statement by giving the name and address of your com- 
pany and the name and title of the person making the statement. 

2. Describe the class or classes of companies your business serves. 

3. If you specialize in particular products, please name the products. 

4. Indicate the size and growth record of your company, in terms of annual 
sales or revenues, Or number of employees, or both for the past few years. 

5. Include a brief summary of your company’s history: when founded, 
original products handled or services offered, customer classes served originally 
and now, pattern of expansion and diversification, if any. 

6. In what foreign countries do you operate? Which of these are the most 
important in terms of annual business volume? 

7. If you are a trader: what services do you render to the manufacturer (or 
other seller) from whom you buy? What services do you render foreign cus- 
tomers? (In short, please name and describe your operation in as much detail 
as you are willing to have made public.) 

8. What problems have you encountered or are you encountering in your 
foreign-trading activities? 

9. In your opinion, are any amendments or additions to present Federal law 
or national trade policy needed to permit American small business to participate 
to the fullest extent in export trade? 

10. Do you have any specific suggestions or advice to offer smaller American 
manufacturers who wish to go into exporting? To American small businessmen 
who wish to enter your own line of business? 
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EXHIBIT 22 


SENATE SMALL Business COMMITTEE 
[For release, Wednesday morning papers, October 26, 1960] 


SSB No. 387 
October 25, 1960 

Small Business Exports and the World Market will be the subject of post- 
election hearings of the Senate Small Business Committee, it was announced 
today by Senator John Sparkman, Democrat, of Alabama, chairman. The 
public hearings will be held in three cities, 1 day each in an Atlantic, a Pacific, 
and a Gulf of Mexico port during November and December. Exact places and 
dates will be announced shortly. 

The Senate Small Business Committee held hearings in June on the impact 
of imports on American small business. In a report issued August 23, 1960, 
the committee concluded: 

“The ‘impact of imports on small business’ is only one side of the coin. Your 
committee is also engaged in studying the other side of the coin—the impact 
of exports on small business. 

“Encouragement of American exports is as vital to our economic health as a 
wise approach to the import problem. These companion problems will continue 
to occupy the attention of this committee, in its effort to be helpful to American 
small business.” 

Senator Sparkman released the following statement in connection with the 
projected hearings on exports: 

“In our forthcoming export hearings we shall be even less concerned than 
in the imports study with what is ‘right’ or ‘wrong’ about national trade policy. 
That policy is, after all, the subject of continuing study by standing committees 
of the Senate and House which have statutory responsibility for its formulation 
and constant review. 

“Rather, our focus here will be almost entirely on the ‘how-to-do-it’ questions 
that arise under present policy. 

“Our witnesses—and the list is not yet prepared—will be chosen from Gov- 
ernment personnel, representatives of export houses, financial institutions, com- 
mon earriers and freight forwarders, and from small-business exporters 
themselves. 

“We shall be concerned in the hearings with such questions as these. What 
share of American exports is now furnished by small business? How have 
particular small businesses gone about entering the export market? What 
problems have they encountered and how have they solved these problems? 
What have been the benefits of exporting to them? What help have they re- 
ceived from Government agencies, export houses, carriers and others? What 
sources of information and assistance are available to the would-be small-busi- 
ness exporter? 

“Small businessmen who have either ‘success stories’ or ‘problem stories’ they 
would like to share with the committee and the rest of the American small- 
business public by appearing at our hearings, or by filing statements for the 
record, are invited to communicate with the committee at its offices, 424 Senate 
Office Building, Washington 25, D.C.” 


Exursit 23 


SENATE SMALL Business COMMITTEE 


[For immediate release, Tuesday, November 1, 1960] 
SSB No. 388 
November 1, 1960 


First of three public hearings of the Senate Small Business Committee on 
small business exports and the world market will be held in New York on 
Thursday, November 17, it was announced today by Senator John Sparkman, 
Democrat, of Alabama, committee chairman. The New York hearing will begin 
at 9:45 a.m. in room 2704, U.S. Courthouse, Foley Square, and will remain in 
session all day. 
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Senator Sparkman named Senators Harrison A. Williams, Jr., Democrat, 
of New Jersey and Jacob K. Javits, Republican, of New York, acting cochair- 
men to conduct the New York City session. 

The committee is seeking to learn the extent to which small business is par- 
ticipating in the Nation’s expanding export trade. The New York session on 
November 17 is the first of a series of three. The other two hearings will be 
held in New Orleans and San Francisco in December. 

The committee plans to hear from small businessmen who have found profit 
in foreign markets and are willing to tell Senators and the public how they did 
it: what problems they encountered, what help they got from Government 
and private sources, and how they overcame their problems. Statements from 
small businessmen who made earnest but unsuccessful attempts to enter foreign 
trade will also be received. 

Several Federal and State Government officials responsible for world trade 
activities are also expected to appear. 

The committee is inviting all interested businessmen to submit written state- 
ments to its offices, 424 Senate Office Building, Washington, D.C., for review by 
the staff and inclusion in the printed record. Those who wish to appear in 
person to present oral testimony to the committee on November 17 in New York 
are asked to submit their requests and advanced copies of their statements to 
the Washington office of the committee not later than noon on November 14. 


Senator Javirs. We thank you very much. The hearing is recessed 
until December 9, when we are scheduled to hold another hearing in 
New Orleans. Following that hearing we have scheduled one on 
December 14, in San Francisco. 

(Whereupon at 2 p.m., the hearing was recessed. ) 


Following are additional statements subsequently submitted for the record: 

(1) Herbert Winter, partner, Winter, Wolff & Co., New York, N.Y. 

2) Thomas A. Arnholz, president, Chemoleum Corp., New York, N.Y. 

(3) J. P. Jacobsen, export sales manager, John H. Graham & Co., Inc., New 
York, N.Y. 

(4) Nicolaas A. Leyds, vice president and general manager, Bryant Chucking 
Grinder Co., §pringfield, Vt. 

(5) W. D. Brooks, Jr., treasurer, the Reece Corp., Waltham, Mass. (with ac- 
companying copy of letter dated Oct. 19, 1959, to stockholders of the Reece 
Corp. ) 

(6) Letter dated December 14, 1960, from Jay H. Bushway, U.S. Marketing 
Service, Beirut, Lebanon. 


STATEMENT OF HERBERT WINTER, PARTNER, WINTER, WOLFF & Co. 


New York, N.Y., December 22, 1960. 
Re exports. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, 
Washington, D.C. 

DeaR Str: Winter, Wolff & Co. is a partnership and I, as one of its partners, 
make this statement on behalf of the firm in support of legislation which may 
assist small businesses to sell U.S. products abroad. Our firm commenced doing 
business in 1924 by specializing in the importation of ferrous and nonferrous 
products. In 1938 we began to export steel products. At that time we had 
8 employees, while today, including our personnel abroad, we employ over 40 
people. Our export department accounts for approximately one-third of our 
volume and of our employees. 

Our export business covers most of the steel-consuming countries of the world 
which are able to buy products from the United States. We buy and sell for 
our own account as merchants and we operate generally through established 
agents abroad. We have found that many American manufacturers prefer to deal 
with export merchants who have the know-how to cope with existing foreign 
regulations, foreign measurements, prepare quotations, calculate freight and 
other expenses, and perform the other functions required of exporters. While 
some of the larger corporations have their own export divisions, most others 
prefer to use export specialists in their fields, if they are export minded. 
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The chief problem encountered in the export business today, whether small or 
large firms are involved, is the ability to sell at a price competitive with foreign 
countries, the lack of general credit insurance to grant required terms, and the 
heavy expenses involved in pursuing business abroad. As a small business firm, 
we are particularly handicapped by the necessity of asking in most instances 
for cash payment from abroad in order to comply with our supplier’s require- 
ments, as otherwise the capital needs would be enormous. 

We believe that our Government should adopt legislation to provide for credit 
insurance. This is generally done by the Huropean nations which support ex- 
port trade policies. A good example is found in the known German Hermes 
Co., which is owned by the German Government, but the other European 
countries, such as Belgium, France, and Great Britain have similar insurance 
available for their exporters. Through this insurance, the exporter is in a 
better position to discount his drafts and thus be in a better position to 
remain competitive also in respect to terms of payment as granted by other 
countries. If such a broad policy were adopted in the United States, how- 
ever, it would be most important to assure speed in making the insurance 
available. Delays in international trade inevitably mean that no business 
will be done. 

Consideration should also be given by our Government to follow European 
practices by subsidizing exports through certain tax benefits. We do this 
to a very limited extent in our taxing of Western Hemisphere corporations. 
Even in this case, it should be noted the technical requirements are so rigid as to 
make it impossible, particularly for smaller firms, to avail themselves of this 
tax device. More effective means in this direction of encouraging exports should 
be developed. 

We further suggest consideration be given to the freight costs in exportation. 
Both inland and ocean freight rates charged by railroads and steamship com- 
panies are very high, particularly for bulky items. To encourage export from 
inland producers, some means must be found in reducing charges from interior 
of the Nation to the port. Once arrived at the port, however, the exporter 
is confronted with extremely high loading charges. Despite all pleas for 
modernization of port facilities in the United States, we find it a sad fact that 
most of our piers are antiquated and not equipped with labor-saving devices. 
For example, it costs three to four times as much to load steel in New York as it 
does in Antwerp. Since the effect of such costs is to make prices for U.S. 
merchandise too high to compete successfully in the international market, this 
makes the problem of port and freight charges a national rather than a local 
problem. 

Very truly yours, 
WINTER, Wotrr & Co., 
HERBERT WINTER. 





STATEMENT OF THOMAS A. ARNHOLZ, PRESIDENT OF CHEMOLEUM CorpP., NEw YORK, 
N.Y., DECEMBER 22, 1960 


Chemoleum Corp. was organized in 1952 to develop export business on chem- 
icals, with special emphasis on fertilizers and insecticides. 

In a period of less than 9 years, our annual sales volume has reached $4 
million and we are one of the principal exporters of American fertilizers to 
Latin America. 

Several of the foremost fertilizer manufacturers in this country have en- 
trusted us with their representation. In this respect, we represent manufac- 
turers such as Smith-Douglass Co., Inc., of Norfolk, Va., U.S. Phosphorie Products 
Division of Tennessee Corp., Tampa, Fla., Duval Sulphur & Potash Corp., 
Houston, Tex., Carolina Chemicals, West Columbia, 8.C., etc. 

We believe that ours has been a very successful export operation. Up to 
this point, we have been successful in maintaining our sales volume in spite of 
severe European competition. 

It is my understanding that a good deal of testimony before your committee 
has involved the desirability of an extension of the Export-Import Bank credit 
insurance program and of an expansion of the services presently provided by 
the U.S. Department of Commerce. 

We feel that these objects might be desirable although an efficient exporter 
should be able to develop his own foreign contacts without specific Govern- 
ment assistance. 
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It seems to us that a far more vital point has apparently been overlooked 
in the testimony before your committee. I am referring specifically to the 
cost of ocean transportation from this country. 

I intend to confine my statement to this aspect. 

Sales to foreign countries, particularly of commodities that move in large 
volume, are generally transacted on a c.i.f. basis. The competitive character 
of a price quoted is therefore not by any means determined by the f.o.b. cost 
but very definitely by the delivered cost. There are innumerable instances 
where, on an f.o.b. basis, American prices are lower than European prices; 
however, freight rates from Europe are very often considerably lower than the 
corresponding freight rates from this country and the business will go to 
Europe because the European delivered price is lower than the American price. 

A specific example will help illustrate this point. Earlier this year, Ameri- 
can prices on ammonium sulfate, an important nitrogenous fertilizer, reached 
the lowest levels during the last 15 years or so. Specifically, the American 
price was lower than the European f.o.b. prices for this fertilizer. 

Peru is a very important importer of ammonium sulfate, bringing in in excess 
of 100,000 tons annually. In spite of the low American price on ammonium 
sulfate, American exporters were unable to sell 1 ton of ammonium sulfate 
to Peru this year. The explanation is a simple one. The European freight 
rate was about $5 per ton lower than the corresponding freight rate from this 
eountry. This is particularly significant if we bear in mind that obviousiy 
the voyage from Europe to Peru ports is a good deal longer than from U.S. ports. 

I feel that I am on safe ground in saying that one of the chief detriments 
to expansion of American exports can be traced back to uncompetitive freight 
rates from this country. Very often, these high rate levels are eaused by steam- 
ship conferences setting arbitrary rates without the least concern for the best 
interests of American foreign trade. These conferences are exempt from the 
restrictions of our antitrust laws since they are organized under the Shipping 
Act of 1916. Most of the time, American steamship lines are a minority in 
these conferences. For instance, the River Plate & Brazil Conference counts 
14 active members. Of these, only two are American steamship lines. Seven 
of the lines, or 50 percent, are foreign-flag operators who are also members 
of a European steamship conference providing service to Brazil. 

It seems reasonable to assume that a conference showing this kind of member- 
ship representation might not necessarily be concerned primarily with the inter- 
ests of American foreign trade. 

We ourselves have been involved very often in a situation where freight 
rates from this country were increased by the conference at precisely the time 
when freight rates were reduced in Europe. Invariably, the net result of such 
action has been that our sales volume became drastically reduced. 

In an effort to overcome the competitive disadvantage at which we, as so 
many other American exporters, have been placed by dint of this freight situa- 
tion, we have resorted to shipments by chartered vessels on a significant level. 

I should like to give a specific example which will indicate the extent to 
which such action on our part has helped expand American foreign trade. 
For several years, it had been impossible to sell potassium muriate, another 
important basic fertilizer, to Colombia. Again, the chief explanation for this 
fact is the lower freight rate prevailing from Europe. A few statistics will em- 
phasize this situation further. 

In 1958, this country shipped 101 tons of potassium muriate to Colombia. 
Germany shipped 15,155 tons and East Germany supplied 7,573 tons. It should 
be borne in mind that American f.o.b. prices were competitive with European 
f.o.b. prices. It was merely the higher delivered cost of the American materia! 
that made sales impossible. 

We had every interest in selling potassium muriate to Colombia. We were 
faced with a situation where we could not do so because of the existing freight 
rate structure. We therefore proceeded to charter a vessel earlier this year 
and, in view of the lower freight rate thus obtained, we were able to sell a 
significant tonnage of potash to Colombia. 

This is just one example of what can be accomplished by American exporters 
who are alert to and aware of the present ocean freight situation. 

Unfortunately, a very dangerous situation exists at this time which may 
render such activities impossible and thus permanently freeze the present un- 
competitive situation of American exporters confronted by lower freight rates 
from Europe. 
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In 1958, Congress enacted Public Law 85-626 to maintain the status quo of 
steamship conferences whose operations had been found unlawful by the Supreme 
Court (Federal Maritime Board vy. Isbrandtsen Co., 356 U.S. 481). 

Unfortunately, Public Law 85-626 is being construed, at least by some of the 
conferences, as license to enforce against exporters arbitrary penalties provided 
under conference contracts which, prior to Public Law 85-626, had been held 
unlawful and unenforcible by the courts. The result of this situation is that, 
after we effected the aforementioned shipment of potassium muriate to Colombia 
on a chartered vessel outside the conference, the conference proceeded to sue 
us for damages arbitrarily assessed at $24,736.62. 

I feel that this is a situation which should be of very definite concern to any- 
body evaluating foreign trade problems of the United States. Here is a situa- 
tion where substantial U.S. exports were made impossible because of high con- 
ference freight rates; where an American exporter was able to revive this 
business by applyin the best principles of free enterprise, which have always 
stimulated American foreign trade; and where the position of such an exporter 
is imperiled and jeopardized by the arbitrary claims of the conference. 

I feel that a dichotomy exists and the question must be raised whether Ameri- 
can foreign trade as a whole is more important or less important than the 
interests of the steamship conferences. 

In this context, I personally believe that Public Law 85-626 will have a most 
prejudicial effect on the development of American foreign trade. This law 
strengthens the position of the various steamship conferences to the point where 
their practices of arbitrary establishment of freight rates injurious to American 
foreign trade will continue. High freight rates are not compatible with an ex- 
pansion of foreign trade. Power granted to these conferences to further curb 
the activities of American exporters and shippers attempting to expand business 
in spite of high freight rates is even less compatible with the present desire and 
policy of this country to expand foreign trade. 

I sincerely believe that American foreign trade, far from expanding, will shrink 
if, on top of all obstacles with which American exporters are confronted, relief 
is denied them to seek to overcome the freight disadvantage existing between 
this country and Europe. 

The only alternative would appear to be a system whereby American exporters 
would be subsidized to the extent of the freight discrepancy that prevails but 
I hardly feel that such Government interference in foreign trade is either de- 
sirable or necessary. 


STATEMENT OF J. P. JACOBSEN, ExporT MANAGER, JOHN H. GRAHAM & Co., INC., 
NEw YorK, N.Y., DECEMBER 13, 1960 


U. S. SENATE, 

Select Commvittee on Small Business, 
Washington, D.C. 

(Attention of Mr. John Sparkman, chairman). 


Dear Mr. SPARKMAN: The name of our company is John H. Graham & Co., 
Ine., 105 Duane Street, New York 7, N.Y. My name is J. P. Jacobsen and I hold 
the title of export sales manager. 

The products we are offering overseas are made by our manufacturing princi- 
pals since we are combination export managers for the group of manufacturers 
outlined in the attached folder. 

Within the last few years our domestic and oversea operation has been some- 
what enlarged, but exactly how many new employees we have today as compared 
to a few years ago is hard to say. Our sales have been increasing the last 2 
calendar years and run between $3 and $31 million per year. 

This business was founded in 1870 here in New York City with the sole pur- 
pose of acting as sales agents for manufacturers of hardware, housewares, 
sporting goods, and allied lines. 

Our annual export sales represent approximately 30 percent of our yearly 
turnover. 

Over a period of years we have exported the products made by our various 
manufacturing principals to practically every country throughout the world ex- 
cept those located behind the so-called Iron Curtain. 
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The most important markets are the Scandinavian countries, Belgium, France, 
England, the Union of South Africa, Rhodesia, Australia, New Zealand, Argentina, 
Venezuela, Colombia, Mexico, and, until recently, Cuba. Our first oversea office 
was founded prior to 1900 and the reason why we entered into the export field 
was that we felt there was a definite place for American merchandise in oversea 
markets and also we felt that it would be a profitable proposition to enter into 
the export field as combination export managers. In most markets we have 
commission agents who represent us as well as other combination export man- 
agers or manufacturers who do their own direct exporting. In a few markets 
we have our own branch sales offices out of which we travel salesmen who are 
direct employees of the company. 

The type of people buying our products are the recognized Hardware, House- 
wares, and Sporting Goods Importers. The method of distribution depends 
largely on existing conditions in the markets. Some markets have very specific 
importing wholesalers whereas others have no importing wholesalers but a good 
many importing retail dealers. As an example, all the Scandinavian countries 
are being serviced through the recognized distributor who travels salesmen 
throughout their respective countries. On the other hand, a country like Cuba 
has nothing but importing retailers who may do some selling to the smaller deal- 
ers, but who also do retai) business out of their own retail outlets. 

The worse problem nowadays is the import restrictions put into effect by the 
countries that are particularly conscious of industrialization. 

As long as our Government is sending financial aid to a good many countries 
it is my suggestion that certain strings should be attached to the aid. For in- 
stance, it would help our business considerably if an aid-receiving country was 
told that 75 percent of the money received, if used to purchase goods overseas, 
should be spent in the United States. 

My advice to the American manufacturer is that he should stop looking at 
the export business as “nice and convenient plus business.” It is high time that 
he realizes the terrific potential outside of the boundaries of the United States, 
but that this market cannot be tapped unless a certain amount of flexibility is 
exercised on the part of the manufacturer. This flexibility would have to be 
applied to method of distribution, method of packaging, advertising, etc. 

If you would like to have any of the above paragraphs further clarified please 
don’t hesitate to let me know. 

Yours sincerely, 
JoHN H. GRAHAM & Co., ING., 
J. P. JACOBSEN, 
Export Sales Manager. 





STATEMENT OF NICOLAAS A. LEYDS, VICE PRESIDENT, AND GENERAL MANAGER, 
BRYANT CHUCKING GRINDER CO., SPRINGFIELD, VT., RE SMALL BUSINESS Ex- 
PORTS AND THE WORLD MARKET, DECEMBER 27, 1960 


I am Nicolaas A. Leyds, vice president and general manager of the Bryant 
Chucking Grinder Co. of Springfield, Vt. 

We are a manufacturer of internal grinding machinery which is one of the 
key machine tools required for performing grinding operations in components, 
required for many industrial and consumer products. Such components might 
be antifriction bearings, gears or other parts required for automobiles, tractors, 
aircraft, or home appliances. 

Our industry (machine tools) has been long recognized as a “feast or famine 
industry” which is borne out by the fact that our yearly business volume has 
fluctuated between about $2 million and $15 million. It is interesting to note that 
without our export business, our fluctuations would be even more severe as we 
find that frequently, when our domestic business is poor, that potential sales 
abroad are good. 

The Bryant Chucking Grinder Co. was founded in 1909 to manufacture grind- 
ing machinery. Though our present product is in the same general classification, 
refined needs of industry have dictated tremendous technical development of our 
product. For example, the equipment required for producing automobiles in the 
small quantities required in 1909 was entirely different than 1960’s needs. In 
1909 many of today’s products did not exist: radio, TV, electric refrigerators, jet 
aircraft, missiles, as examples. Our prodnct line, though still basically the same, 
has been developed to meet closer tolerance needs, to handle new materials, to 
produce at higher rates and to operate automatically. 
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Since 1920 our company has been increasingly engaged in exporting our prod- 
uct. We have exported to most industrial countries of the world and there have 
been times in our history when it is doubtful if we could have survived without 
our export business. During the depression of the early thirties, for example, 
the industrial growth of Russia resulted in a market for our products that 
carried us through the period when domestic business was nonexistent. At the 
present time, our backlog of unfilled orders is more than 50 percent of the total 
orders on our books. 

In 1957 most of our export business went to Italy and England. In 1958 France 
was our best export market, followed closely by England. England led our ex- 
port market in 1959 but France was again good and Japan was a substantial 
customer. This year has been another year of extremely poor domestic business 
but exports are continuing good and Germany will be our best export customer 
this year. 

The greatest problems which we have had to face in conducting our export 
business are: 

(1) Price competition from countries such as England, Italy, Germany, 
Switzerland, Sweden, and Japan, all of which make competing products. In 
these countries wage rates range from about one-fifth to less than one-half of 
the wages that we pay in our plant. 

(2) Import duties which generally range from 10 to 20 percent. 

(3) Long-term financing. 

(4) Foreign currency restrictions have been very troublesome in the past but 
are less of a problem at present. 

(5) Communications and expense of same. 

In my opinion the greatest deterrent to export trade presently is the high 
manufacturing costs under which we must operate as compared to that of our 
foreign competitors. In the past we have been able to partially offset this factor 
by research and development to produce a product having technical superiority 
to that produced abroad. Due to developments abroad, however, this margin of 
superiority has been decreasing and to maintain our position we have been com- 
pelled to manufacture certain of our models abroad. I should state that the 
direct labor content in a product such as ours represents about 50 percent of our 
total costs. In addition, the indirect labor (that represented in the materials 
we purchase) is also a sizable item. I am, therefore, much disturbed at the 
recent historic pattern of inflationary costs due to wage increases without a 
corresponding increase in productivity per labor hour. 

I am aware of the recent activity of the Department of Labor to enforce the 
provisions of the Walsh-Healy Act which may very well result in a minimum 
wage for the machine-tool industry in excess of the general minimum presently 
existing. A U.S. Government enforced increase in wages would become a fur- 
ther obstacle to our export sales which mean so much to not only our company 
but also to our country. It is not surprising that we are becoming alarmed at 
the high rate of transfer abroad of our gold reserves. This outflow can only be 
checked by maintaining our balance of trade with the rest of the world. There 
are only two solutions—increase of our exports or decrease of our imports. 
Control of the factors governing costs of production, so that our costs will be 
competitive with those abroad, will tend to both increase exports and decrease 
imports. It is, therefore, my strong opinion that present legislation which tends 
to discriminate against our industry by setting a minimum wage higher than for 
other industries, certainly should be amended. 

A full investigation should also be conducted into the procedures followed 
by other governments to underwrite long-term loans for exports. The smaller 
companies do not have the reserves to finance the sale of their equipment over 
as long a period as is being granted by competitors in other countries. They 
are not in a position to take either the financial or political risks frequently 
involved. Other governments, such as Germany, have found means of assist- 
ing their people with this problem with the result that German exports to such 
places as India and Latin America (where our problem is greatest) are increas- 
ing greatly over recent years. 

I would highly recommend that all companies who are not exporting look 
into the possibilities of doing so. It is not only a means of increasing their 
total business volume; in a sense it is a means of diversifying their business. 


As already pointed out, export business frequently fills in when domestic busi- 
ness is low. 


63067-——61——13 
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Anyone entering the export field should do so on a long-range basis. They 
must not expect to establish contacts which will result in immediate orders. 
As in domestic business it frequently takes years of effort to establish the 
mutual confidence which results in worthwhile business. Success results from 
continuity of effort. Contacts must be maintained even during the inevitable 
periods of low returns. 

I believe for the successful sale of American products abroad, it is generally 
best to work with an organization native to the country in which business is 
being promoted. Close contact with such an agent is important and, depend- 
ing on the technical complexity of the product being promoted, it may be very 
desirable to maintain one’s own technical personnel to assist the foreign 
representative. 

A sincere desire to offer required assistance to the foreign customer is also 
important to the success of a long-term export program. This may entail 
setting up a service program abroad. As in domestic sales, people abroad want 
to do business with people of integrity. 

Respectively submitted. 

N, A. Leyds, 
NicoLaas A, LEyDs, 
Vice President and General Manager. 





STATEMENT OF W. D. Brooks, JR., TREASURER, THE REECE CorP., WALTHAM, MAss. 
(WitH ACCOMPANYING Copy OF LETTER TO STOCKHOLDERS ) 


DECEMBER 5, 1960. 
Senator JoHN J. SPARKMAN, 
Chairman, Small Business Committee, 
424 Senate Office Building, 
Washington, D.C. 


DEAR SENATOR SPARKMAN: The Small Business Association of New England, 
Inc., has suggested that we outline to the Senate Small Business Committee this 
corporation’s experience in doing business abroad. 

The predecessor corporations of the present Reece Corp. were formed in 
the 1880’s; one predecessor, the Reece Button Hole Machine Co. was a manu- 
facturer of industrial buttonhole sewing machines and other special sewing 
machines, and confined its selling activities to the United States and South 
America. The other predecessor, the International Button Hole Sewing Machine 
Co., purchased machines from the Reece Button Hole Machine Co. for distribution 
to other countries. 

From 1914 to 1930, the international company organized subsidiaries in 
England, France, Germany, and Canada and established a branch office in 
Australia. Previously, these areas were covered by agencies as were other 
foreign industrial countries. 

In 1948, the manufacturing company and the international company were 
consolidated into the present corporation. The company’s principal product is 
still industrial buttonhole sewing machines. Its gross income for 1959 was 
approximately $6,300,000 and its only manufacturing plant is at Waltham, Mass. 
There are approximately 420 employees in the United States and about 120 
persons employed by our foreign subsidiaries and branches; 40 to 50 percent 
of the company’s gross income has been derived from foreign business during 
the last few years. 

The corporation’s principal problems in foreign trade since World War II 
may be summed up as the “dollar shortage,” foreign competition, rising manu- 
facturing costs in the United States, and taxes. 

The dollar shortage problem has been largely overcome in the areas in 
which we trade so that it need not be commented upon here. 

During the Hitler regime, Durkoppwerke, a German sewing machine manu- 
facturer, copied our principal buttonhole machine, violating a number of our 
patents then in force in Germany. During World War II, our German sub- 
sidiary just barely survived and until the early 1950’s continued to be in a very 
poor position both financially and competitively. Dollar restrictions severely 
limited our ability to rehabilitate this subsidiary after the war, and Durkopp 
very nearly took over our entire German market. During the 1950’s we made a 
considerable effort to recapture our position in the German market and are 
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glad to say that our efforts have been highly successful. We believe this suc- 
cess is due to the quality of our product, the company’s reputation, and our 
efforts to render the best service possible on our equipment in the field because, 
on a price basis, we could not compete with the German machine, our prices 
being about 20 percent higher. Nevertheless, the Durkopp machine remains 
fairly well established in Germany and in other European countries. 

During the 1950’s the rising cost of production in the United States and in- 

creasing efficiency of manufacture abroad tended to put us in an increasingly 
difficult competitive position relative to Durkopp. We do not have figures that 
would indicate how much German costs have increased during the past 10 years, 
but our manufacturing costs have increased more than 50 percent during this 
eriod. 
After the European Common Market Treaty was signed, we found it necessary 
to consider our long-range competitive position in Europe. We decided that the 
only way to protect our position would be to manufacture on the Continent and in 
1959 we established a manufacturing subsidiary, Reece N.V., in Leiden, Hol- 
land, which we hope will be manufacturing on a limited basis in 1961. Attached 
is a letter to our stockholders, dated October 19, 1959, which deals with this 
subject more fully. 

The corporation’s U.S. tax problems have been caused principally by the dif- 
ficulty in determining proper allocation of income and expenses between for- 
eign and domestic business and the subsequent calculation of foreign tax credits. 
Its U.S. tax returns for the years 1946 through 1951 or 1952 were subject to ex- 
haustive review and recalculation because of this problem and other related 
problems. Although we are now on an allocation basis that is satisfactory to 
the corporation and apparently to the Internal Revenue Service, many hundreds 
of hours have been spent by our executives, our auditors, and attorneys, as well 
as the Internal Revenue Service, in working this out. I estimate that our legal 
and audit fees involved in straightening out these years have been somewhere 
between $25,000 and $30,000. Certain tax questions involving the years 1949, 
1950, and 1953 remain unresolved and will have to be taken to court. 

I mention these tax problems because, in our experience at least, they have 
been one of the major difficulties facing us in foreign operations. They may be 
more complicated than those of most companies which do business abroad he- 
cause we both sell and lease equipment in foreign countries and because our 
business in England, from which about 15 percent of our gross income is derived, 
is conducted on a branch office basis. Nevertheless, any company considering en- 
try into foreign trade on more than an export basis must consider carefully the 
tax consequences of various ways of doing business. 

I understand that Congress has under consideration legislation which would 
grant certain tax incentives to encourage American business to do business 
abroad. Concessions in the tax rate might be helpful, but if the complications 
of determining proper allocation of income and expense between foreign and 
domestic business, arm’s-length trading with subsidiaries, and now the new 
added reports that must be made concerning a corporation’s dealings with its 
foreign subsidiaries continue, those companies who do business abroad will con- 
tinue to find tax problems high on their list. 

Very truly yours, 
THE REECE Corp.., 
W. D. Brooks, Jr., Treasurer. 


THE REECE CorP., 
Waltham, Mass., October 19, 1959. 
To Stockholders of the Reece Corp.: 

With the mailing of the 1959 annual report still some 6 months off, this interim 
letter is to advise you that the long-considered step to manufacture certain types 
of Reece machines abroad has been taken. A new factory having a floor area of 
about 20,000 square feet is under construction in Leiden, Holland, and John B. 
Reece has gone over to take up the responsibilities of general manager of a new 
subsidiary, Reece, N.V. 

The company’s competitive position in Europe has been discussed in several 
recent annual reports, and no important changes in our position have occurred 
recently. Despite the lower prices charged for their machines by highly organ- 
ized aggressive German competitors, we have reason to believe our relative posi- 
tion has been improving. Europe’s economic well-being, the current freedom 
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in obtaining dollars, and some improvement in our own marketing organization 
have all contributed toward our customers’ willingness to pay higher prices for 
our superior machines. But there is a limit to the premium commanded by a 
superior product. 

The question of price differentials existing between our U.S.-built machines 
and German machines was brought into sharp focus by the initial adjustments 
in tariff schedules which were made on January 1, 1958, under the European 
Common Market treaty. Over a period of years, duties on goods treated among 
the six signatories will be gradually eliminated while simultaneous adjustments 
will be made in the tariff schedules of each country toward an agreed schedule 
to be levied on goods originating “outside’ ECM. This, of course, will auto- 
matically increase the differentials between our prices and those of German 
machines throughout the area. 

Important as the tariff schedules may be, the principal factor in the decision 
to manufacture our machines within the ECM was that of production costs. 

In producing a relatively small volume of intricate, highly specialized ma- 
chines, the vastly expensive single-purpose tools and automatic work handling 
means employed in our great mass-producing industries would be totally uneco- 
nomic. For most economical production, our industry must still rely on general 
purpose machine tools, and these account for only a small fraction of total pro- 
duction costs. By far the major cost is the expenditure for personal services 
including fringe benefits, payroll taxes, and the like. 

Over the past 10 years, our production costs have soared as a result of the 
overall inflation the United States has suffered. In Europe, too, wages have 
increased, but productivity has also improved with the enormous increase in use 
of electric power, modern tools, rebuilt transportation systems, etc. There is no 
reason why any European industry, excepting a few mass producers for mass 
markets, is not, or cannot be, as productive as its U.S. counterpart, and yet their 
wage costs are running between a quarter and a third of ours. In addition, the 
annual increases in foreign wage rates have been less than those here, even on a 
percentage basis. Thus the dollar cost differentials are still increasing rapidly. 

If this trend continues long, it would become impossible for the company to 
compete with German products. But were we to let the European market go 
by default, the added experience our competitors would gain would make them 
far more dangerous competitors in other areas too. On the other hand, while the 
decision to manufacture within the ECM may seem to have been a defensive 
move, the successful integration of the six nations’ economics, as contemplated 
under the Treaty of Rome, will undoubtedly result in an increased potential 
market for all products, ours included. In addition, a European manufacturing 
plant may make it possible to do more business in those areas of the world just 
now starting to industrialize. 

Having decided that manufacturing within the ECM area has become neces- 
sary, a study was made of the political, economic, and business climates of the 
several countries, as well as of the possibilities of having machines produced on 
contract, joining in the venture with another company, or purchasing a going 
concern. As this study progressed, it became clear that the business climate in 
Holland would be the most favorable for this new venture, with that of Belgium 
second. Because this company has had broad sales experience over a very long 
time, it was decided to undertake the venture independently. Licensing, con- 
tracting, and other forms of joint operations were dropped as these seem more 
appropriate to concerns which have not been marketing their products abroad 
to any extent. Late in the spring, John Reece and I went abroad to review 
the conclusions that had been reached here. Quite early in our trip, we con- 
firmed our impression that the most favorable conditions for our operations 
prevail in Holland. Consequently, we were able to spend the best part of 2 
months looking into the relative advantages of communities in every part of the 
country. We were received most cordially everywhere by the burgomasters and 
other officials of the various cities, by the Ministry of Economic Affairs, and by 
businessmen, all of whom were interested in our project and enthusiastic about 
the Reece Co.’s locating in Holland. Finally, the location in Leiden was decided 
upon, a long-term lease with option to purchase land was arranged with the city 
of Leiden, plans for the building were prepared, and construction contracts were 


negotiated. 
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This program is a major step in the company’s development, and though the 
investment required is moderate in relation to the company’s resources, naturally 
some risk is involved. On the other hand, it is the board of directors’ opinion 
that to stand still while these major, and exciting economic changes take place 
in Europe would entail far greater risk to your company’s future. 

Sincerely yours, 
F. A. REEcE, President. 


EXHIBIT 24 
LETTER FroM JAY H. BusHway, U.S. MARKETING SERVICE, BEIRUT, LEBANON 


BEIRUT, LEBANON, December 14, 1960. 
SMALL BUSINESS COMMITTEE, 
U.S. Senate, Washington, D.C. 

GENTLEMEN: I applaud your efforts to encourage small businessmen to try 
exporting, at the same time I hope that you realize that the annual budget for « 
company to maintain a traveling representative overseas is about $50,000. 

After 11 years of experience, this company was started to solve that problem. 
We do set up the whole distribution system over the Middle East and Africa, 
and keep it under American supervision for a fee that is only a commission on 
sales. 

Please read our brochure on this.. We have grown considerably since be- 
ginning operations but our personal financing restricts us from a program that 
will reach out to the American manufacturer. Our efforts with the Depart- 
ment of Commerce to obtain financial or personnel or advertising assistance 
have failed. 

This is the only field selling organization in the Middle East and Africa that 
ean actually deal with the problem of improving the distribution of the American 
product. We are absolutely amazed that so much talk and distress goes on in 
the United States with no remedial action out here at all. 

If you know of any individual, company, or government branch that can 
assist us, please advise us. We are ready and able to expand to useful, major 
proportions. 

Sincerely yours, 
JAY H. BusHway. 





1 Brochure retained in committee file. 
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FRIDAY, DECEMBER 9, 1960 
U.S. Senate, 


SreLect CoMMITTEE ON SMALL BusINEss, 
New Orleans, La. 

The committee met, pursuant to recess, at 10 a.m., in the Gold Room, 
Roosevelt Hotel, New Orleans, La., Senator Russell B. Long presiding. 

Present: Senators Russell B. Long, of Louisiana and Jennings 
Randolph, of West Virginia. 

Also present: Hon. Edwin E. Willis, Member of Congress from 
Louisiana; Walter B. Stults, staff director; Raymond D. Watts, coun- 
sel; Harold Putnam, counsel; and Ted Crolius, administrative assist- 
ant to Senator Javits. 

Senator Lone. The hearing is called to order. Senator Jennings 
Randolph will be along in a few moments. 

This is the second in a series of three public hearings being held 
by the U.S. Senate Small Business Committee to explore methods 
of increasing small business participation in the Nation’s export 
program. 

As acting chairman, I am glad to welcome our local witnesses to 
this hearing on behalf of the Senate Small Business Committee. As 
Senator from Louisiana, I am very happy to welcome our visiting 
Federal Government witnesses and my committee colleague, Senator 
Randolph, to this great State and this great city of the South. The 
committee is grateful to all of you for your attendance and participa- 
tion in this hearing, which I believe to be on one of the most important 
subjects we have ever considered. 

I note from the record of our first hearing, which was held in New 
York City on November 17, that the suggestions made by witnesses 
there included: More extensive commercial credit facilities—insurance 
or guarantees—by Government sources, notably the Export-Import 
Bank; firmer and cheaper guarantees or insurance against political 
risks, for example, protection against blockage of dollar payments by 
foreign governments, which make American exporters’ accounts re- 
ceivable temporarily or permanently worthless; greater use of foreign 
trade fairs by small business exhibitors, possibly with greater Gov- 
ernment assistance; and more Government attention to the problem 
posed by differences in American and foreign labor costs. The com- 
mittee will certainly be interested in hearing the comments of today’s 
witnesses on these ideas. 

I am particularly pleased that the committee has chosen New 
Orleans for this hearing, because this great port at the mouth of the 
Mississippi River has been engaged in our Nation’s foreign commerce 
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since its earliest days. Today, we are the key U.S. shipping point 
for goods destined for Latin America. We are alert to the need for 
stimulating closer commercial and political ties with our neighbors 
tothesouth. Such ties are essential to a healthy economy here at home, 
and in these days of the cold war they are essential to building the 
security of the free world. Louisiana and New Orleans are privileged 
to play a major role in the unfolding drama of greatly intensified 
foreign trade. 

Testimony presented already to our committee indicates that out of 
4,500,000 businesses in this country, and out of some 300,000 manufac- 
turers, only 12,000 firms are engaged at the present time in exporting. 
This is a pitifully small fraction of American business. Yet all the 
figures available to us show that participation by more businesses is 
essential to the stability of our dollars, essential to the protection of 
our gold supply, essential to our position of leadership in the free 
world, and even essential to the profits of a great many businesses. 

As you testify here today, we would welcome particularly your views 
on the effectiveness or ineffectiveness of present services rendered by 
agencies of the Federal Government, such as the State Department, 
the Commerce Department, the International Cooperation Admin- 
istration, and the Small Business Administration. 

If you know of any obstacles to increased exports, please report them 
to us, so that we can help remove them. Your presence here today is 
appreciated, and your views are welcomed by this committee. 

Before we begin, I want to express publicly our thanks to Mr. 
Seymour Weiss, president of the Roosevelt Hotel, for making avail- 
able to us this splendid room in which we meet. The committee is 
grateful for this generous public service. 

Now we are ready for the first witness. 

I would like to indicate how we propose to conduct this hearing 
today. 

During the morning I would like to hear the first two witnesses 
through their prepared statements, and, thereafter, we would hope, 
particularly in the afternoon session, to follow the procedure outlined 
in the Reorganization Act whereby the committee will undertake to 
read the statements before a witness presents them, and we will ask 
the witness to summarize his statement, in the afternoon session, so 
that we may have more time available for questioning. I believe we 
are going to find that that procedure will be necessary as the day goes 
on, just from experience in holding small business hearings. I find 
that unless we do hew to the line somewhat, we don’t get the hearing 
completed on the day the witnesses are scheduled to testify. 

owever, inasmuch as Mr. Waugh has come down here, and we have 
not had a chance to read and study his statement beforehand, we would 
like him to read his prepared statement to us. 

Mr. Waugh, we are particularly glad to have you come here and 
testify for us. Would you take the witness stand sir? We would like 
to call you as the first witness. 

Mr. Samuel Waugh is President and Chairman of the Export- 
Import Bank at Washington, D.C. He is accompanied by Mr. Haw- 
thorne Arey, who is a Director of the Export-Import Bank. 
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Mr. Waugh, we are very happy to have you here. We know much 
of your distinguished record in public service. We are particularly 
pleased that you were able to fly st from Washington to be with us 
here and give us your views at this port of New Orleans, where our 
people could have the opportunity to hear you. 


STATEMENT OF HON. SAMUEL C. WAUGH, PRESIDENT AND CHAIR- 
MAN, EXPORT-IMPORT BANK OF WASHINGTON; ACCOMPANIED 
BY HAWTHORNE AREY, DIRECTOR OF EXPORT-IMPORT BANK 


Mr. WaveGu. Senator Long, Senator Randolph, thank you for ask- 
ing us to come down. We are delighted to come. 

In the interests of saving time, I would like to suggest a slight devia- 
tion. Ihavea prepared statement here. But this prepared statement 
is really asummary of the films which I can show you and talk from. 
I would like to file the statement,' and immediately go to the slides. 

Senator Lone. We will print the statement, and then proceed on 
that basis, Mr. Waugh. 

Mr. Wavueu. Yes,sir. Then I would like to suggest that on the two 
new programs that the Export-Import Bank recently started, that I 
ask Mr. Arey, who has been at the Bank for 2 dozen years, to discuss 
those items, and then subject ourselves to questions, and I think it will 
save a great deal of the committee’s time, if that is satisfactory. 

Senator Lone. Fine, Mr. Waugh. Your time is valuable, and so is 
the committee’s, and that being the case we are very pleased to proceed 
in the way that you suggest. Your full statement will be printed in 
the record following your testimony. 

Mr. Waveu. I am going to tell about the operations of the Export- 
Import Bank—in reality a summary of my printed statement. And I 
believe the slides—and this is an amateur production, done by our own 
people—depict the story of the operation of the Bank, which I do not 
think is as well known as it should be. And, for that reason, we have 
developed these slides which we used the day before yesterday in the 
Export Expansion Committee program in Washington, at which 
meeting the Secretary of Commerce was present; also New Orleans 
was represented by your distinguished president of the International 
House, Captain Levy. 

I would also like to suggest that in making this informal presenta- 
tion on behalf of the Export-Import Bank, you may interrupt me at 
any time, and ask any questions you like as we go along with these 
slides. 

I am particularly happy to be back in New Orleans. I have been 
coming here off and on since 1928. This is one of my favorite cities. 
When I received the invitation to come down, I certainly could not 
resist. 


1 See p. 214. 
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Stipe 1.—Organization chart. 


The Export-Import Bank completes its 27th year next February 12. 
It has a full-time board of five directors, three of one party and two 
of another. And I might interpolate here and say we anticipate some 
changes will be made in our Board during the next few weeks. The 
law provides we have three of one party and two of another. We 
have an advisory committee of nine members, selected from agricul- 
ture, banking, labor, a cross section. Mr. W allace Davis, of the Hi- 
bernian Bank, has been a member of our Board. The members serve 
for 2 years. We operate our staff through an executive vice president, 
and these are all career men. We have a group of loan officers, econo- 
mists, engineers, attorneys, and a private capital division. 

Senator Ranpoupn. As to the Board membership—how long does 
Mr. Davis serve ? 

Mr. Wavucu. Two years. The nine men are appointed for 2 years. 
They are appointed by the President of the Bank and confirmed by the 
Board of Directors. They come from different sections of the country. 
We have operated the Advisory Board for 5 years now, and I think, 
Senator, it is interesting to note we have never had a declination from 
a man we have asked to go on the Board. 

Senator Sparkman asked me when I was on the witness stand last 
year of the political affiliations of the nine men on the Board. I had 
to tell him I had no idea. I have never asked them their political 
affiliations. We chose the men regardless of party. We thought we 
would get the best men in the particular fields. 
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SLiIpE 2.—Cumulative statement of operations—26 years. 


Mr. Putnam. Mr. Waugh, in your statement you say, on page 2, 
that your authorization is $7 billion a year outstanding. The chart 
shows $3.2 billion outstanding. Should that gap be filled ? 

Mr. Wavueu. The authorization is for $7 billion. I will come to that 
right now. 

We have a billion dollars’ capital authorized by the Congress. We 
have had that for many years. We have $6 billion borrowing author- 
ity from the Treasury which makes $7 billion. We have $600 million 
accumulated reserves. But that does not mean, sir, that we have that 
amount loaned out all the time; that is our potential. We have author- 
ized over the years $10.7 billion. We have actually paid out 
$7.3 billion. And of that amount, we have already collected over 50 
percent—$4 billion. We have 3.2 billion loans outstanding, and we 
have $1.6 billion of authorizations upon which orders have been placed 
but goods have not been shipped. 

So we have a total of these two figures as our exposure to date, and 
the balance is the amount which we have that we have not used to 
date. In other words, we have the borrowing power authorized by the 
Congress, to be used when we need it. 

Mr. Putnam. Would it be desirable to use the $1.5 billion or do you 
need that as a reserve ? 

Mr. Wavuenu. We have more than $1.5 billion. This 1.5 was not 
used out of the 10.7. In other words, we authorize loans. Sometimes 
the orders are not received. Sometimes they are paid for in cash. 
Sometimes the contractor does not obtain his contract. So this is a 
cancellation of original authorizations. We have total outstanding 
loans and commitments today just under $5 billion, and we have 
$2 billion unused loaning authority. 

DoI make it clear ? 

Mr. Purnam. Yes, sir. 
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Mr. Waveu. I like to have you ask questions, because then I can 
explain as I goalong. 

Senator Lona. You are using this as a revolving fund, are you not, 
Mr. Waugh? As it comes in, you loan it back out? 

Mr. Wavucu. We only have one bank account, and that is the U.S. 
Treasury. We pay the Treasury our collections every day. Yes; it is 
a revolving fund. 

Senator Lone. If you have the $10 billion, and somebody pays you 
$100 million, then you have another $100 million to loan back out ? 

Mr. Waveu. We loan more than our capital. We rotate it 
constantly. 
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SLIDE 3.—Classification or purposes of loans. 


This is a very broad classification of our loans. We have loaned in 
69 different countries. We loan our money to foreign borrowers, to 
buy within the United States. Now, these classifications—electric 
power—these are in millions—677 million, transportation, both rail- 
road and aircraft, mining operations, under half a billion. Agricul- 
ture, steel, industrial, water supply, hotels, reconstruction—these are 
trade emergencies. We will talk about that a little later. And 
“Other purposes” total $10.7 billion. All of this, by the way, is in 
the prepared statement. 

The Bank, in the first place, is authorized to make loans to further 
our international trade. In the second place, we are not to compete 
but supplement private capital. And, in the third place, we are 
directed to make loans that have a reasonable expectation of repayment. 

Operating with private capital, in the last 5 years, we made $3.5 
billion worth of loans, but we generated private capital in the amount 
of $1.137 billion worth. 
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S.LipE 4.—Private capital participation. 


Senator Ranpotpw. Mr. Waugh, that is a flexible participation ? 

Mr. Wavuau. Very flexible, Senator. Asa matter of fact, the Bank 
is flexible in all of its operations. 

Last year, in connection with the President’s export expansion pro- 
gram, we developed two new plans, and these are of particular interest 
tosmall business. In fact, all of our operations are of interest to small 
business, which I will demonstrate more conclusively in a moment. 
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Sipe 5.—Short-term political risk guarantees—criteria. 
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In the last 6 months, we have export guarantees on short-term po- 

litical risks—we call short term 180 days or less. This covers 90 
ercent of the shippers’ delay in transfer, cancellation of import 

Soa’ restrictions preventing delivery, expropriation, and war. 

That is just exactly what they recommend in the New York meet- 
ing—we already have it; it is available. This is for 180-day trans- 
actions. 

The exporter must cover his total volume of exports. You cannot 
take out one shipment; you have to take your whole volume. It is an 
overall guarantee program. 

The exporter pays a modest fee. And the contract term is for 1 
year. We will give you more figures on this in just a minute. 

Mr. Purnam. Mr. Waugh, the New York meeting was talking about 
comprehensive guarantees. Would you say a word about that—as 
contrasted to political guarantees ? 

Mr. Wavueu. May I wait for Mr. Arey to answer / 

Mr. Putnam. I think it is pertinent at this point, where you are 
saying that this satisfied the New York request. 

Mr. Waveu. All right. 

Mr. Arey. By “comprehensive,” you mean covering the commercial 
credit risk as well as the political risks ? 

Mr. Putnam. Yes, sir. 

Mr. Arey. It has been the view of the Congress, the Banking and 
Currency Committee, to which we reported, and other Members gen- 
erally, that to the extent possible, we should have these factors covered 
by private capital, and generally the normal commercial risks. 

Insurance on commercial risks today is available in the private 
market. About 20 percent of those exporters who have taken out our 
political coverage contract, also have taken the commercial contract 
from the private company. 

Now, it is our hope that the private companies will work out a com- 
prehensive policy covering both credit and political risks, so that the 
Export-Import Bank can then guarantee those companies with respect 
to the political risks. No private company in the world has ever been 
able to operate successfully when it attempted to cover political risks. 

This method of having the private insurance companies cover the 
commercial risks and the Government cover the political has worked 
successfully in some other countries and we have every hope that it 
will work successfully here. It has been available in this country 
only since we started the President’s program last May. 

Mr. Putnam. Mr. Arey, what commercial insurance companies do 
we have to depend upon to make this work, then? Which ones are 
now issuing this type of policy ? 

Mr. Arey. At the present moment, there is one company that is 
active—Intercredit Agency, which is a subsidiary of Continental Cas- 
ualty Co. There is another company, Federal Insurance, which is one 
of the Chubb & Son group. That company has a policy prepared, and 
is qualified, although they have not become very active as yet. There 
is a third group that is having conversations with us. They have not 
made final decisions, and if you will permit me, I am not at liberty to 
reveal their business affairs until they are ready to do so. 
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Mr. Putnam. Should we understand that your Bank, then, has au- 
thority to issue comprehensive coverage, but feels it is better public 
policy to allow the commercial risks to stay with private institutions? 

Mr. Arey. Not only better public policy, but we believe that in a 
country as large as ours, where some of our exporters are much farther 
away than their customers abroad from the central office of the Export- 
Import Bank, it will create a much better situation, and give the ex- 
porter much better service if this can be handled through private 
companies throughout the United States. 

Mr. Purnam. Thank you. 

Mr. Srutts. One question, Mr. Chairman, if I might ask Mr. Waugh. 

Let us assume an exporter ships 95 percent of his shipments to Great 
Britain, 5 percent to Cuba. He still has to insure with you under 
this short-term political risk insurance the entire 100 percent? 

Mr. Waveu. For the reason that Mr. Arey has been working with 
this program night and day, I am again asking him to talk on the new 
programs. 

Mr. Arey. Yes, that is correct. And for that reason, if an exporter 
had 95 percent of his business in the United Kingdom, and 5 percent 
elsewhere, he might find it better to be a self-insurer. This is true 
under any of the systems. 

In the United Kingdom, exporters who have most of their business 
in the United States, or within the Commonwealth, generally do not 
avail themselves of the coverage. But every system requires a whole 
turnover on the short term. The alternative would be examining 
each sight draft or 30-day transaction which would be completely 
impracticable, and bring business to a stop, rather than assisting it. 

Senator Lone. Your attitude is then, if you are going to be in the 
insurance business, you want to get some of the good business with the 
bad—some of the good risks along with the bad ones. 

Mr. Arey. It is essential, Senator. 

Mr. Wavucu. We have to get a spread. Otherwise, the rates on the 
bad business will be so high, nobody will be attracted. You have to 
get a spread; yes, sir. 
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Sipe 6.—Short-term political risk guarantees—operations to November 30, 1960. 


Here is the record on the political risk plan. We had 126 guarantees 
of these short-term political risks. We have been tremendously inter- 
ested to find that of the short-term political risks covered that a total 
of 38 percent were under $150,000. Of the 126 total only 69 were 
over $250,000. These represented the exporter’s declaration of his 
estimated ‘shipments. 

Mr. Arey. This is the exporter’s estimate of the annual value of 
shipments that will be covered. 

Senator Lone. Let me get one thing straight in my mind, while you 
are discussing this. 

In order for you to give these political guarantees, is it necessary 
that as a condition precedent to this guarantee, that we have a govern- 
ment to government agreement with the country where the investment 
is to be guaranteed ? 

Mr. Arey. Notatall,sir. Not in the least. 

Senator Lone. Would the answer be different if it involved an 
American company setting up a plant in a foreign nation ? 

Mr. Arey. With respect to investments, it is different. We are 
concerned only with commercial transactions and payment of com- 
mercial bills for current business. 

Senator Lone. I see. 

Now, with regard to investments, I had this impression—I may 
a in error—if I understand correctly, if a company is going to build 

lant in a foreign nation it can ‘only get the guarantee against 
mis itical risk in the event that we have a government to government 
agreement with that nation first, and then give the guarantee. Is that 
correct ? 
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Mr. Wavueéu. That is correct on ICA investment guarantees. 

Mr. Arey. That is with respect to his equity investment. If he 
lends money to his company, we can give him the same sort of coverage 
that we give to any other exporter. 

Senator Lone. Yes, I see. Thank you very much. 

Mr. Waveu. Normally, Senator, we do not find these companies 
going in with equity, and then borrowing, unless we have a country-to- 
country agreement. 

Senator Lone. I am familiar with the situation that happened to 
Freeport Sulphur Co., down there, trying to do business in Cuba. 
They didn’t have any guarantee. They certainly wish they had it. 
But as I understand, we never had any arrangement with them where 
they could get the guarantee. 

Mr. Wauenu. No, sir; not at that time. 

Mr. Arey. In reply to the question as to the particular transactions 
under the guaranteed contracts, each month the exporter declares the 
shipments that he has made, and then pays the fee on those shipments. 
Since we started this only the latter part of May, May 23, the first 
declarations were made in June. This is the record up to November 
30, so it includes only the shipments June through October. There 
had been made and declared, under these contracts, 6,526 individual 
export sales. Since the date of this chart,? which is November 30, 
we now have 141 contracts, with a total shipments value of over $113 
million. It is apparent from these figures the rate at which this 
program is becoming known to the exporters and increasing. These 
contracts are made available to them through banks or one of these 
insurance companies, so it is unnecessary for the exporter to come 
to the Export-Import Bank to get such a contract. 

Mr. Sruurs. And you reinsure it, then, for the bank ? 

Mr. Arey. No. The bank acts as our agent, signs the contract and 
sends it in to us. Declarations of shipments are made each month 
directly to the Export-Import Bank and claims are handled directly 
by our bank. 

Mr. Sruurs. And these are annual volumes, for those different—— 

Mr. Arey. This is the estimated volume that that exporter—— 

Mr. Srutts. For a year? 

Mr. Arey. For a year. 

Mr. Sruuts. Fine. 

Mr. Arey. Now, the reason we ask for that estimate—if he ships 
more, he can so indicate, and we will cover it—but we ask for it as 
some check as to whether or not he is declaring all of his business. 
But this chart shows that there are four companies with an annual 
volume of only $10,000. 


® See slide 6, p. 192. 
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U.S. equipment for export 
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SiipE 7.—Medium-term exporter credits—formula. 

Mr. Waucu. Now, for a number of years, we have been making 
medium-term loans. We call medium term anything up to 5 years, 
with the exception of jet planes where we have gone 7 years. This 
lias been an extremely active department in our business this yea 
Where a purchaser pays 20 percent down, and the seller carries 13 
percent for his own account, we will carry, without recourse, 68 percent 
of the total credit. 

These loans are made at the request of the U.S. suppliers. 


UNDER 610,000 ---------- 
10,000 TO 25,000 -------- I50O 
25,000 TO 50,000 -------~ 140 
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SLIDE 8.—Medium-term exporter credits—5-year summary—size of credits. 
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We have 754 credits from 1956 to 1960, totaling $245 million. We 
have 118 under $10,000. These are individual credits, not estimates 
for the year. We had 150 credits up to $25,000; 140, $25,000 to 
$50,000. In other words, over 50 percent—55 percent to be exact— 
of the shipments were under $50,000. There is a total of 754 ship- 
ments of this type, totaling $245 million. 

We will demonstrate to you that while these shipments may be 
$50,000 or $200,000, there are literally hundreds of small business 
companies participating. 


medium term exporter credits 
: TWO YEAR COMPARISON 





ig59 
JAN-JULY F3.5mi) $1 CREDITS 
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Stipe 9.—Medium-term exporter credits—comparison of activity—1959 and 1960 


This will show what we have done by comparison of 2 years under 
this new program. 

In the first 6 months of last year, on medium-term credits, from 
January to July 1959, we had 51 credits for $3.5 million. 

From July to November, 23 credits, 143 million—a total of 74 credits 
in the first 11 months of 1959. In 1960, we had 89 credits for $33 
million, in the first 6 months of this calendar year, but in the second 
5 months we did 156 credits for $63 million—245 different credits on 
a medium-term basis. 

Mr. Putnam. Mr. Waugh, to what do you attribute the increase ? 

Mr. Wavueu. Tothenew program. 

Mr. Purnam. The new program was a guarantee program. This 
isa lending program. 

Mr. Waueu. No, we have both. There are two different programs. 
One is the political guarantee program, and the second is a lending 
program. In the new lending program we are working with the pri- 

rate banks. For example, when after the dow npay ment a private 
bank will take 10 percent of a medium-term credit, and carry it all the 
way through for its own account, and the exporter will carry his per- 
centage. We carry the balance without recourse. In this plan we 
rely upon the credit judgment of the private bank. 
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Mr. Purnam. This increase, then, is due to the cooperation of the 
banks in that program ? 

Mr. Waveu. I think a great deal, yes—in part, both. We have had 
an increase in our particular line of business, through education, and 
one point or another. But the two programs, the export political- 
risk guarantee, and the participation in the medium-term loaning with 
the private banks, has stimulated a number of loans. This year we 
have had over 400 cases, and the average for the 5 years from 1950 to 
1954 was 25 cases a year. We are over 400 cases this year—to give 
you some idea of the increase in activity. 

Mr. Warts. Mr. Waugh, are the figures shown in this slide and the 
immediately preceding one—do they cover the percentage covered 
without recourse by the bank, or the total ? 

Mr. Waveu. Yes, sir, this isour exposure. The export sales amount 
to substantially more. This is just our exposure. 


. Grain Si 
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29 FACTORIES 


80,390 EMPLOVEES 


EXPORT IMPORT BANK of Washington 


Sipe 10.—Chart—loan for grain silos—resulting orders. 





To show you how this works for small business—and I think this is 
a very interesting chart. The Export-Import Bank made a loan to 
Brazil for $1,285,000 for grain silos. These grain silos have been sold 
in different parts of the world, where they have no storage facilities. 
This one loan provided orders from 29 different factories, affecting 
80,390 employees in 16 States. 
Many people in the small business field are in the export business 
an may not know it, by supplying exporters items of this particular 
Inc 
These figures were given to us, all authenticated by the concern in 
Kansas City, Mo., which received this credit—29 factories, 80,000 
employees, 16 States. 
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Senator Lone. Was that a sale by one factory in Kansas that in 
turn bought things from all these others? 


Mr. Waveu. Yes, sir; one credit. And I will show you the end 
use out of that credit. 


(Slide 11—photo—grain silo financed.*) 

Mr. Waveu. That is the exact picture of what they have sold. To 
develop this, they placed orders in 16 different States. We have a 
better example coming up in just a minute. 
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Stipe 12.—Chart—loan for one airplane—resulting orders 


Here is a great example. You buy one $2 million plane today— 
the prime contractor receives 45 percent. The major subcontractors 
get $516,000. The small suppliers, using the SBA classification of 
500 or less, get $590,000 out of that plane order. One plane produces 
orders to 2,000 U.S. firms located in 38 States. But on our books, we 
show but one order, one credit, for $2 million, for that single plane. 

To recapitulate on aircraft financing—last month, at the National 
Foreign Trade Council, the comment was made that one reason our 
exports were up is because we have been selling jet planes. It is 
rather interesting to note that since 1945, $1,491 billion worth of air- 
craft have been sold, according to the Department of Commerce. 
And of that figure, 36 percent, or over $500 million, have been sold as 
a result of Export-Import Bank financing. To repeat, over $500 mil- 
lion of airplanes anriaed sold in the last 15 years to buyers all over 
the world as a result of Export-Import Bank financing. 





% All photographs retained in committee files. 
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And think how much that means for the small business? These 
orders might go to Boeing; they might go to Douglas; they might go 
to any one of the big manufacturers. But large and small business, 
2,000 firms in 38 States, have received those orders for parts. 

Senator Ranpoteu. Mr. Waugh, may I take just a moment to say 
that having been in the air transport industry for some 11 years, 
I do know that subject. I will not attempt to go into it, except at this 
point to say that in this world of constantly shrinking distances, I 
feel that you have appropriately called attention to the contribution 
of the Export-Import Bank to the utilization in the final degree of a 
product which I trust at some future date will help us learn to live 
with peoples as if they were neighbors, rather than as if they were 
enemies. I want the record to show that I believe that air transport, 
in its final analysis, can contribute toward that. 

Mr. Waveu. Thank you, Senator. I am in complete agreement 
with you. 

Mr. J. M. Barr, representing the aircraft industry before the Na- 
tional Foreign Trade Council last November, commented that there 
had been an increase in the export of our jet planes, and he said it was 
largely due to the assistance of the Export-Import. Bank. And we 
are extremely hopeful that that will keep up this year. 

(Slide 13—Photo—Jet aircraft financed to Japanese airlines.**) 

I have this picture for a particular reason. This is the first. DC-8 
jet the Export-Import Bank financed for the Japan airlines. Four 
years ago I talked to the Emperor of Japan about this plane, and how 
many passengers it would carry each year, as compared to the Queen 
Elizabeth. We went on the inaugural flight this August to Japan. 
_ Japan airlines have pending today the financing of four more 
planes. 

Senator Lone. Let me ask you about that airplane. Is that plane 
in competition with Pan Am and TWA? 

Mr. Waveu. Yes, sir. We don’t sell any planes until they have the 
established routes. The Export-Import Bank has nothing to do with 
the establishment of those routes. The U.S. planes are never financed 
until they are approved by the National Advisory Council. 

Senator Lone. In other words, while this plane may be competing 
with American airlines, with American carriers, your view is 1f you 
didn’t finance the sale all you would be doing is making it. easier for 
West Germany or somebody else to get in the business of producing 
the same plane, and we would lose that business ? 


%a Photos retained in committee files. 
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COMMODITY CREDITS 1934*1960 






Eximbank credits for COTTON 
= $1,054,000,000 approx. 


The Bank also financed in 
lesser amounts exports of 


> TOBACCO 
> WHEAT 
> DAIRY PRODUCTS 


Stipe 14.—Chart—Summary of commodity credits—cotton, wheat, etc. 


Mr. Waueu. Senator Long, that statement will apply to almost 
everything we export today, everything we finance. It is true here. 
You know where this cotton comes from. We have financed the sale 
of a billion dollars of cotton over 25 years, on a 1-year or 15- month 
basis. If we don’t sell and finance these aircraft or the cotton the buy- 
ers will go elsewhere. There is no question about that, in my opinion. 
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SLIDE 15.—Chart—Cattle loan to Mexico—Resulting exports. 
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Here is an interesting case. In 1957, the cattle market was just 
blown to pieces in this country. We had a drought in west Texas, and 
New Mexico. We had an application for a cattle loan from Mexico. 
We sent one of our advisers, Allan Kline, to Mexico, and arranged a 
$5 million loan from the Department of Agriculture. They added 
a million dollars of their own money. They bought 23,000 head of 
beef and dairy cattle in 16 different States. You can see the States 
where they bought the beef cattle, and here where they got the dairy 
cattle. We have, incidentally, a detailed statement of every head sold 
in each State. They resold the cattle in smaller lots, to the small 
farmer of Mexico, to develop his dairy or his beef herd. That 4- 
year loan has already been paid over 70 percent. 

(Slide 16.—Photo—Beef cattle.) 

Here are some whiteface herefords being shipped on that order. 





Siiwwe 17.—Chart—Foreign currency lending—criteria. 


Here is another department that is not too well known. Under 
Public Law 480,‘ which is the law that provides for the sale of 
agricultural surpluses abroad, according to what we call the Cooley 
amendment, the bank receives up to—not always the full amount— 
up to 25 percent of the foreign currency proceeds for reloaning to 
US. business and their affiliates abroad. We are now loaning these 
local currencies—the Mexican , cruzeiros, lira, and so forth—we 
are making these loans in 21 different countries. A complete new field 
in the last 2 years. 

Senator Lone. Let me get this straight. Does the Cooley amend- 
ment relate to loaning money generated by sale for soft currencies of 
agricultural commodities ? 


*Public Law 480, 83d Cong.—Agriculture Trade Development Assistance Act of 1954. 
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Mr. Wavueu. Exactly. We get up to 25 percent. We do not control 
the percentage or the amount. That amount is agreed upon by the 
State Department and the Department of Agriculture, when they 
negotiate with the foreign governments. Then we reloan the local 
currency to U.S. businesses or their affiliates in the respective coun- 
tries, and the loans are in the local currencies and repayable in local 
currencies. 

Oftentimes we find a borrower will borrow dollar loans from the 
Export-Import Bank to buy U.S. equipment, but needs some local 
currency for local currency costs—labor, buildings—we make a com- 
bination loan. It has worked out pretty well. 

Senator Lone. That is one way we could get some use out of these 
soft currencies we have in great quantity all around the world, I 
take it, and protect our dollar reserves. 

Mr. Wauvau. Yes, sir. 

Mr. Sruurs. I wonder, Mr, Waugh, what sort of terms does a small 
business firm that would like to set up a tool and die shop in West 
Germany get money more cheaply from Export-Import than ey 
would from the Small Business Administration to do the same jo 
in the United States. 

Mr. Wavueu. If he can get money from the private banks or Small 
Business, we do not compete. If a firm sets up a business in a country 
where we have local currency, and he can’t go to his bank and borrow 
the local currency, because of a shortage, he can come to us, and 
we make loans on terms and at rates comparable with the foreign 
market wherein he is operating. 

Mr. Sruurs. Well, the point of my question was that there is a 
flight of America first abroad, many of their goods are coming back 
into this country with American trademarks, because they are well- 
known American firms. And if Export-Import is making it easier 
for them to hire, let us say, Italian labor and build Italian buildings, 
because you have lira cheap over there, we have a lot of, let’s say, 
typewriter workers in Bridgeport who no longer have jobs now, 
because Royal is in Italy. 

Mr. Waveu. You understand, of course, that that is in nowise 
under the control of the Export-Import Bank. 

Mr. Struts. Only to the extent that they can get working capital 
and fixed asset money through you under the Cooley amendment. 

Mr. Waveu. Well, of course, if you don’t want them to get working 
capital, or fixed asset money through us under the Cooley amendment, 
that is a problem to take up with Mr. Cooley and the Congress. We 
are carrying out our instructions under the law. 

Mr. Sruurs. You have made no economic surveys to figure out how 
much money it costs these firms abroad through your Cooley amend- 
ment funds? 

Mr. Wavucu. The question was, one, have we made any estimate? 
The answer is “No,” we have not made any direct estimate. But I 
do call your attention to the fact that we do not make any loans to any- 
one for the purpose of developing a product that comes back into this 
country. You can search the loans through, and you won’t find 
a loan of that kind in our file. 
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Mr. Srutrs. They do not come. So let us say there is no American 
typewriter company now operating abroad who sends its typewriters 
back into the United States. 

Mr. Wavueu. Every loan that we make, whether it be Cooley loan, 
whether it be a guarantee, whether it be a medium-term loan, or a 
project loan, is listed in the annual statement that you get twice a 
year. Yousearch it through, and if you find any cases of the type you 
refer to, please report it to us. 

Mr. Stutts. This is a policy of the Export-Import Bank? 

Mr. Wavueu. Yes, sir. 

Senator Lone. Let me ask one more question along that line, sir. 

Suppose you have some francs or some lira in large quantity, and 
you have someone who wants to make a local currency loan in a dif- 
ferent foreign country—let’s say in South America, do you have the 
authority or can you trade some of the surplus soft currencies of one 
nation in order to get currencies of another, and make that loan in 
the second nation ? 

Mr. Waveu. From a practical standpoint, we cannot, because, Sen- 
ator, we cannot make a single loan in any one of these countries with- 
out the approval of the country issuing the currency, and they will 
not approve any loan that is going outside of their own country. 

Senator Lone. Now, of course, that is just because the agreement 
is that way. 

Mr. Waveu. That is the law; the foreign government must approve 
Cooley loans. 

Senator Lone. I am questioning the wisdom of the law in that 
respect. Would it be better for us, in selling for soft currencies, to 
give ourselves a flexibility that we could take these German marks, 
French frances, and Italian lira, and trade those for other currencies 
where we are trying to do business in undeveloped countries? 

Mr. Waveu. I now get your point. I think it is well taken. I 
think it should be studied. And I think so more than I did the day 
before yesterday, because our Ambassador to Ceylon was in the office 
yesterday. We havea quantity of Ceylonese currency. We only have 
one inquiry for a loan. There are no other inquiries, because private 
industry is not now interested in that particular area. And I think 
it is something that we should ask the Cooley committee to give some 
study to; yes, sir. 

Senator Lone. Well, the thought occurred to me with these large 
agricultural surpluses that we have had on hand, and we still do have, 
that if we could sell those in the countries where the food and agricul- 
tural commodities are needed, and then trade that currency for use 
somewhere else, we might be able to start building up revolving funds 
for development of these undeveloped countries. 

Now, I think you agree with me, Mr. Waugh, that as far as our 
German friends are concerned, they really don’t need any more Ameri- 
can money to develop over there. They are expecting a $12 billion 
surplus this year, as I understand it, in their balance of payments. 

Mr. Waveu. Yes. We have no German deutsche marks. Most of 
the sale of agricultural surpluses go to underdeveloped areas. I think 
your point is well taken. 
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Senator Lone. The thought occurs to me, though, that we might 
be able to move some more commodities if we could sell some into 
Germany, and then take the marks and trade those off for currencies 
in a country that does need the agricultural commodity particularly. 

Mr. Wavcu. Well, now, I am going back on my State Department 
experience rather than my bank experience—the difficulty in selling 
our surplus agricultural products to the countries you mentioned is 
that we may be displacing established markets of other friendly coun- 
tries. And it involves a very difficult political question. 

Senator Lone. Yes. That is true. But when you were in private 
business, you didn’t much hesitate to compete with a friend for busi- 
ness, did you? 

Mr. Waveu. You are getting me out beyond my depth on that. 

Senator Lone. Go ahead. 

(Slide 18—photo—tractors assembled in Turkey.°*) 

Mr. Wavucu. There is an American firm in Turkey, assembling these 
tractors—not, however, tosell back to our country. 


financing U.S.equipment for export 





SLIDE 19. 


Chart—project loans—criteria. 





Here comes the field where the Bank has been very well known, much 
better known abroad than it is here. And that is in our large project 
loans. And everybody has the feeling that when we make a large 
project loan that only one company gets an order. We will show you 
the fallacy of that. 

We finance for borrowers abroad, if U.S. firms go abroad, and want 
to borrow dollars spent in this country—we finance up to 100 percent 
of the U.S. costs. These are large project loans with terms running 
from 7 to 17 years. I will show you some of them. 


5 Retained in committee files. 
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SLIDE 20.—Chart—steel mill—resulting export orders. 


For example, this steel mill, on the west coast of Chile, was started 
a number of years ago after the big earthquake. We have loaned $77 
million. But that particular financing has brought 8,000 different 
orders to 909 U.S. firms. For every dollar we loaned them, they have 
spent two additional dollars—buying coal, equipment, replacement 
parts, day in and day out. 

(Slide 21—photo—Chilean steel mill.) 

This is the steel mill. I was there in February. It is the largest 
single industry in Chile, and it is their pride and joy. They are ex- 
porting some now to their friends in South America. 

(Slide 22—photo—zinc refinery—Peru. ) 

This is Cero de Pasco mine, 13,000 feet high, in northern Peru, the 
mountains of Peru. 

(Slide 23—photo—powerplant—Japan. ) 

This is in Japan, all bought in the United States. 

(Slide 24—photo—control room, powerplant, Japan. ) 

This is a control room, entirely US. equipment; every bit you see 
is U.S. equipment. 

(Slide 25—photo—powerplant, Japan.) 

This is the plant itself. 

(Slide 26—photo—electric power generator, Japan.) 

There you can see on that turbine, Westinghouse—that is one of 
the four turbines there. 

(Slide 27—photo—Peixoto Dam, Brazil.) 

This is the largest private dam in Brazil, owned by an affiliate of 
a private U.S. firm, American & Foreign Power Co. in Brazil. 

(Slide 28—photo—unloading locomotives, Iran.) 

These are diesel engines going'to Iran. 





5a All photos retained in committee files. 
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oo 29—photo—Jeddah pier, Saudi Arabia.) 
his is the famous pier where they go to Mecca each year. We fi- 
nanced that pier with U.S. equipment. 

(Slide 30—photo—Toquepala copper mine, Peru.) 

Here is one of the most interesting projects we have ever had. This 
is the largest single individual private loan the bank has ever made. 
This is the Toquepala Copper project in Peru, owned by four Ameri- 
can companies. We loaned $100 million. We matched them dollar 
for dollar. Our dollars all went for the purchase of U.S. equipment. 
This project has just been completed after 4144 years work—all done 
by American contractors. 

(Slide 31—photo—Toquepala copper mine, blasting.) 

Slide 32: This is the first picture of a blast with 89 tons of explo- 
sives, which moved over 500,000 yards of dirt. 

(Slide 33—photo—Toquepala Copper Mine, mill and general view.) 

This is an overall picture of the beautiful project. 

Senator Lone. That is in Chile, sir? 

Mr. Waveu. This is in Peru, the southern part. 

(Slide 34—photo—Toquepala Copper Mine—Housing. ) 

This is the type of homes that they have built. These happen to 
be the homes of the administrative class. They have swimming pools, 
good schools, good churches, hospitals. They take excellent care of 
and provide fine employment for many Peruvians. 

Senator Lone. Is that an American company doing this? 

Mr. Waveu. American owned and American built. The four 
owners—American Smelting, Phelps Dodge, Newmont Mining, and 
Cero de Pasco. 

— 35—photo—Toquepala Copper Mine, water pipe line.) 

They went up 15,000 feet for water, a $314 silos contract— 
Lockpoint Pipe Co.—to bring water down here. All American pipe 
and American contractors. 

— 36—photo—Toquepala Copper Mine, mountain lake water 
supply.) 

This is the lake where they get their water. 

Slide 37—photo—Toquepala Copper Mine, Port of Llo.) 
This is the port at Ilo. The smelter is up about here. There is the 
dock they ship from. There are a lot of little fishing boats out here. 
Slide 88—photo—Toquepala Copper Mine, Smelter. ) 
his is a picture of the smelter in operation. Everybody took this 
picture because of this particular metal coming out of there—that is 
a defect. They had to close down their plant to correct that defect. 

(Slide 39—photo—Toquepala Copper Mine, blister copper.) 

This is the blister copper, loaded on flat cars, to be shipped from 
there. It has been very successful. In the last month we have 
received three advance prepayments on our loans, which helps our 
balance of payments and which we were very pleased to get. 
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Stipe 40.—Chart—Global Distribution of Eximbank loans 1934-1959. 


Now, this shows how the bank operators operate throughout the 
world. This is only up to 1959. We operate in 69 countries. We 
have done $243 million in Africa. In Ethiopia, Liberia, southern 
Africa in connection with uranium development. 

We have $2 billion in Asia, largely in Japan also in the Philip- 
pines, Indonesia, and Thailand. 

Senator Lone. Along the line of what you were showing me, Mr. 
Waugh, I have seen this proposal made, that American concerns 
going in these underdeveloped countries—any of them, for that 
matter—but I think it would be more applicable now to under- 
developed countries, if we ever try to do it—should be permitted to 
bring in, either without tariff or at a reduced tariff rate, enough com- 
modities to get their money back; that is, to pay back what they 
invested over there. That would help your operation, wouldn’t it, 
if we let them bring enough back to pay you ? 

Mr. Waven. Private capital will go where it is wanted and well 
treated, and in the countries where it is not treated well, you cannot 
force U.S. private capital to go. For instance—there is a new mining 
operation going into Chile. Before they even came to us, they worked 
out all of their problems with the Chilean Government, and it now 
appears Chile is going to get another mining operation which will 
further help their economy. 

Senator Lone. What 1 am speaking of, sir, is the proposal that 
has been made in this country that the United States should permit 
those who invest abroad in developing other countries, where it is in 
our long-run best interest, to bring enough of their product back into 
the United States without tariff, in order to get their money back—to 
pay off their loan. 
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Mr. Wauau. Well, that gets into the field of tariffs and trade agree- 
ments. 

The Southern Peru Copper Co. is spending $1,500,000 each month 
for current supplies, including groceries, of which $1,200,000 is spent 
in the United States. 

Now, who would think that the Export-Import Bank’s loan, for the 
building of this mine, would result every month in the year in the 
sale of groceries that are shipped down to feed these two or three thou- 
sand people. They spend $1.2 million in this country for all type of 
supplies, spare parts, and to repeat—groceries. 

We have $376,000 loaned in Canada, most of which has been paid. 
Most of those were mining operations during the war. We have in 
Europe $3.7 billion. But in that $3.7 billion are all of the lend-lease 
loans that were made at the time of the war. 

We have loaned over $4 billion in Latin America. I am perfectly 
willing to have you talk to any ambassador in Latin America, and 
take the concensus of their opinion as to the operation of this Bank in 
the making of what have been called hard loans. And we believe that 
the Latin American people, for the most part, want to make good busi- 
ness deals. Of the $3.8 billion, practically 50 percent has been repaid. 
We have had to make in Latin America some emergency loans. ‘These 
emergency loans that I mentioned earlier are for the benefit of small 
business as much as anybody else. We have had to make what are 
sometimes called bailout loans. We made in 1953 a $300 million bail- 
out loan in Brazil. They have been making payments right along and 
the balance is now less than $60 million. 

In Mexico, the Mexican Government feared a possible devaluation 
of their peso 2 years ago. 

They came to the Bank over a period of 3 months, and asked us, 
“Do you want to help us stay out of trouble, or do you want to help 
us get out of trouble ?’ 

In cooperation with the International Monetary Fund, the Bank 
made for our own account, a $100 million credit to Mexico. We made 
it on certain conditions. One was that they could not take over $10 
million a month, to be used to purchase U.S. capital goods. The 
second one was that if their reserves reached a certain agreed figure, 
they could not take any more. The third was if the reserves went 
up they would repay. They took down the first $10 million only. 
They paid it back at the end of 8 months. The peso was strengthened. 
An American businessman in Mexico called and thanked us for 
giving them this stabilization credit at a time when it was so very 
crucial. 

Senator Lona. May I just interrupt you there? 

It is my understanding that in Mexico nowadays the amount that 
they are paying us back, that is paying you and paying American 
private investors, is actually now exceeding the amount that this 
country is lending to them. Their repayments are exceeding the 
loans today. 

Mr. Waveu. I do not have the exact figures, but I would not be a 
bit surprised. Their credit is good today. This year they borrowed 
$100 million from the Prudential Life Insurance Co. That is a 
matter of public information. And, of course, our objective is to get 
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the private business into the loaning field again. We do not loan 
where private capital is available. 

In addition we have helped Argentina, Chile, Colombia, Peru, 
with emergency loans. 

So in Latin America, we have loaned over $4 billion. And have 
collected nearly 50 percent. 

Senator Lona. I interrupted you when you were talking about 
Peru, sir. After you mentioned Mexico, you were going to give us 
an example about Peru. 

Mr. Waveu. First, in Argentina, when Mr. Frondizi was elected, 
we talked to him as to his plans for the development of his country 
economically. We made what we thought were constructive sug- 
gestions. He did not make any commitments. He said he would 
do what he could. He had a difficult political problem, but he did 
more than anybody ever asked him to do. As a result, we have ex- 
tended two additional credits to the Argentine. We think he has 
done a magnificent job. 

In Peru, when iw tossed out the dictator, businessmen came up 
to us and said, “We are strapped, we don’t have any money, will you 
help us?” 

We gave them a credit. They entered into an austerity program 
on their own account. They tightened their own belts. ‘They did a 
magnificent job. They think that the credit we gave helped get them 
back on their feet. 

Oceania—we recently made a loan to the Quantas Airline. 

Thank you. That gives you a general picture of the story. 

I have taken a little longer than I anticipated. I did not anticipate 
the number and variety of } your questions. 

Senator Lona. Thank you, Mr. Waugh. 

You have made a very fine statement here. As one member of this 
committee who has served in the Senate for 12 years, let me say that I 
learned some things here this morning, thanks to your statement. 

Incidentally, let me say that I am one of many persons who is ex- 
tremely pleased about the record of your Bank, that the loans you 
have made have for the most part been sound, and your losses have 
been extremely small. I believe your losses are not very much out of 
line with American lending agencies, lending in the private sector of 
our own economy. 

Mr. Waveu. They are lower. Our losses charged off to date are 
$2.9 million. I will say, in keeping with other bankers, we have some 
slow loans in our portfolio. 

Senator Lone. You say $2.9 million—out of how many billions of 
dollars ? 

Mr. Waveu. Out of $7.5 billion. We have accumulated a surplus 
of over $600 million. We have paid interest to the Treasury on every 
dime that we borrowed from the Treasury. We pay $2214 million 
each year as dividends. We also paid all of our expenses out of earn- 
in Our expense for the total operation last year was $2.2 million. 
We @ have 236 people handling all of these loans, besides all of the loans 
we service for the ICA. 

Senator Lone. You know that your record in that respect has ac- 
tually been criticized on the theory that the Bank is too conservative— 
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that it ought to take some longer risks than the Bank has been willing 
to take. I would like to get your reaction to that. 

Mr. Wavau. Well, I do not think, Senator Long—and this is one 
of the things that worries me, with the number of new loan agencies 
in the field—I do not think that you make friends when you make 
poor loans. In other words, when you make a loan you know is not 
going to be repaid, I think that you are not only lable to lose the 
money, but you are liable to lose the friend. That is not original 
thought with me. I think it goes back to Benjamin Franklin. 

The big problem that most people do not realize as to how many 
loans we can make depends in a measure upon the ability of the bor- 
rowing country to generate the dollars with which to repay the loans. 
It is no problem to loan money to a country that pays you back in 
local currencies when all they have to do is start the printing press. 
But the biggest job we have is not to oversell, and, therefore, gentle- 
men, to overloan a country that cannot generate the dollars with which 
to pay us back. 

We have a cable in from one of the small African countries sug- 
gesting that we ought to make a loan in dollars to pay off all of the 
country’s current debts today, and an additional sum to let them buy 
some more. Well, if we do that, the U.S. Treasury would be, in my 
opinion, in worse shape than it is today. 

Senator Lona. Mr. Waugh, I don’t know just the mechanics of this, 
but this is in line with the previous question I asked you. I recall, 
as a member of the Senate Committee on Finance, when President 
Eisenhower first took office, about 1953 or 1954, his administration 
recommended that there should be some allowance to let American 
concerns bring back in enough of the manufactured products that 
they were producing in foreign countries to get their money back. 

Now I can’t recall just the mechanics they were recommending at 
that time. But it seems to me they sent to us from the House some- 
thing along that line. The Senate Finance Committee turned it down. 
But I was never certain that it was turned down as a matter of 
conviction. 

Mr. Waveu. I am sorry, I don’t remember that. I was at the 
State Department, as you know, from the spring of 1953 until the fall 
of 1955. 

Mr. Arey, do you remember that ? 

Mr. Arey. Well, I think there is a changed situation somewhat 
today, Senator. 

Senator Lone. Back at that time there was a very severe dollar 
shortage. 

Mr. Arey. And the currencies of the leading countries were not 
convertible, as they are today. So that these U.S. companies can 
sell in many of the currencies and convert them into dollars today. 

Now when we finance something like the Toquepala, or some other 
mine or a magnesium development in Brazil, there is a world market. 
And even we need those things, manganese, in the United States. 
So that plenty of dollars or hard currencies are generated to pay 
for these items. 
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As Mr. Waugh pointed out, we do not extend credits to companies 
whose purpose is to manufacture abroad the same thing they have 
been manufacturing in the United States, and then send it back into 
the United States. And that isn’t necessar y. They generally go into 
that area because in order to stay in the area at all, and meet local 
competition in that area, they have to set up a plant. Generally, 
they do not displace a U.S. sale. They go in where they can’t make a 
U.S. sale, because of local business competition. 

Senator Lone. Yes. Well, the kind of thing I had in mind, as ap- 
plied to a local situation—I would have no objection to this country 
making a loan for somebody else to build himself up a shrimp fleet, and 
I wouldn’t mind him bringing enough shrimp back to this country to 
take the dollars to pay off the loan. But if he is going to take 95 per- 
cent of our market for shrimp from our Louisiana and gulf shrimp 
fishermen, I wouldn’t care to go that far. That is the kind of prob- 
Jem that is confronting us, as this program for economic develop- 
ment pays off. 

In other words, the thing that has concerned me is that while I 
think we ought to help to make these loans work, and help your 
program to work, that we should all look forward to the problems 
that will be created if and when the very program you have is suc- 
cessful in helping them to develop a trade and investment program. 

Mr. Waven. You are not citing a hypothetical case, sir. You are 
citing an actual case. This is one ‘of the problems with which we are 
today confronted. 

May I say that before we make any loan of this type, we operate 
through the National Advisory Council, which coordinates all the 
loaning of the United States. “The National Advisor y Council was 
created by the Bretton Woods Act, the Secretary of the Treasury is 
Chairman. All loans of this type are coordinated through that body. 
When we have a loan that affects the shrimp industry, we hear from 
the Department of Commerce, the Department of Interior, and the 
Department of Agriculture. And decisions of that nature are not 
made arbitrarily by the Directors of the Export-Import Bank, but are 
the result of an overall Government —: 

Senator Lone. Yes, sir. Well, I would hope that when that sort 
of thing is agreed upon—and I have sat in the Foreign Relations Com- 
mittee and looked over these justification sheets for foreign aid, and 
seen where we are going to build up somebody else’s fishing fleet—I 
would hope that those w ho make the Season would recognize ‘that over 
a period of time, that might pose some real problems for the domestic 
American industry. And while I, for one, am willing to share the 
market with them, I don’t like to share it to the extent that we are out 
of business and putting them into it. 

Mr. Waveu. I am sure that is going to be given thoughtful con- 
sideration. 

Senator Ranpotpen. Mr. Waugh, we have that problem in a State 
like West Virginia, as you well know. 

Personally, I want ‘to join my esteemed colleague, Senator Long 
of Louisiana, in saying that I think your administration of the Bank 
is a steadying influence, in that you have recognized, as you very well 
explained today, that frankly we do not improve our trade policies if 
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we do not think in terms of the loans based on the ability to pay. 
And I think that policy needs to be followed through in many of the 
other contracts that we are making by this Government and its agen- 
cies with foreign countries, and their peoples. 

Mr. Waucu. May I step out of role for just a minute, inasmuch as 
by agreement made several months ago my tenure at the Bank is 
definitely limited. I would like to m: ake : a plea to you two gentlemen 
to preserve the entity of the Export- Import Bank as an individual 
agency, an independent agency, and not let it become involved, as has 
been suggested, in the overall aid program. 

Senator Lona. Might I just ask one question along that line, which 

is not to differ at all with what your judgment is on this, but to get 
your recommendation. 
" Tt has been indicated to me that in a country such as Indonesia, that 
there are available from American public, private, and international 
sources, about a dozen different lending agencies. In other words, 
you have anything from the Rockefeller Found: ation up and down, in- 
cluding the ICA, the Export-Import Bank, and a number of other 
agencies from this country, plus the international agencies to which 
we contribute. And it has been contended that it would be extremely 
confusing for some concern over there that had little familiarity 
with how we do business, to know who to go to and talk to. In other 
words, he might be able to go the Development Loan Fund, Export- 
Import Bank, the ICA. 

Mr. Wavueu. Well, there is no question in my mind—lI don’t like to 
go off the record— 

Senator Lone. It is all right, if you care to. 

(Discussion off the record. ) 

Senator Lone. On the record. 

It may be, Mr. Waugh, Senator Randolph might like to ask a ques- 
tion or two on this problem. Also, some of our staff might have some 
questions. 

Senator Ranpoten. Mr. Chairman, we are some 20 minutes behind 
time. I do believe that the informative and interesting manner in 
which Mr. Waugh and Mr. Arey have told us this story would suffice 
for the record insofar as I am concerned. 

Mr. Waveu. Thank you both, gentlemen. 

Mr. Warts. May I have the privilege of addressing some additional 
questions to the Export-Import Bank for the record at a subsequent 
time ? 

Mr. Purnam. Just one question. 

Senator Long raised, I think, one of the most important questions 
of the hearing, ‘and that is the duplication of existing U.S. agencies— 
not inter national, over which we have no control. Would you, ata 
later date, maybe. even off the record if you wish, give us some specific 
suggestions for consolidation to eliminate the duplication? We would 
be ¢ glad to have it on the record now. But we would like some guidance 
from your experience. 

Mr. Wavueu. Yes, I would be very happy to.2 But I would like to 





°Mr. Waugh discussed this matter with the committee staff off the record, 








2912 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


take exception to the one statement—that you say you have no control 
over international organizations. Don’t forget, the United States has 
a 30 to 40 percent vote in all those International organizations. 

Mr. Purnam. My point is that our committee is primarily con- 
cerned with our national agencies and national responsibilities. 

Mr. Waveu. The actions of these international organizations have 
a direct bearing on small business, and I think you can have some con- 
trol from U.S. representation on those international agencies. 

Senator Lone. Mr. Waugh, you are saying to us, if I understand 
you correctly, that if we will look into it that there are some possibil- 
ities of calling upon our representatives at these international agencies 
to do some of the same things you are doing in seeing to it that we at 
least get our share of the business, when we help to finance these sales 
through these agencies. 

Mr. Waven. That is a correct interpretation. 

Mr. Putnam. Mr. Waugh, are you saying that your comment about 
duplication does not apply to U.S. agencies ? 

Mr. Waveu. No, I say it not only applies to U.S. agencies, but to 
also international agencies. 

Mr. Purnam. Can you give us any guidance to both, particularly 
U.S. agencies? 

Mr. Waveu. Ata later date. 

Mr. Putnam. One further question. You mentioned the National 
Advisory Council, which apparently is an effort to coordinate. Do 
you think it would be helpful to have the Small Business Administra- 
tion representing particularly the small business sector of the economy 
represented there ? 

Mr. Waveu. The SBA may be represented at any of the meetings 
wherein it has an interest. The idea is if you had all of the U.S. 
agencies as full members of the council, it would just pile confusion 
upon confusion, and there are so many different items in which small 
business would not be interested. Interior is not always represented, 
Agriculture is not always represented, but they are always called in 
when an item for discussion affects that particular department. I 
believe that you should keep the organization small and have the staff 
coordinated with the Small Business Administration and other 
agencies when there is a point in question. 

Senator Lone. One further question. 

Do you think there is some possibility, as far as the American 
agencies are concerned, and even perhaps as far as the international 
agencies are concerned, particularly in the relatively small and under- 
developed countries, of having a single person who would receive all 
applications for loans, and then proceed to decide which would be the 
appropriate agency to make the loan? That is, one representative for 
all American lending agencies. My thought is that this representative 
could perhaps look over the application and say, “This is the sort of 
thing the Export-Import Bank wants to make, and if these people don’t 
want to do business with the Export-Import, we ought to say no, 
because this type of loan shouldn’t be made unless it is a sound 
investment.” 

On the other hand, if it is a very dubious investment, and something 
that is a matter of national policy that we ought to undertake, the 





nm 


[- 


a 
‘Ss 
it 


= 


8S 


an 
ral 
ar- 
all 
he 
for 
ive 

of 
n’t 
no, 


ing 
the 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 213 


person might say this might be an appropriate loan for the Develop- 
ment Loan Fund. 

Mr. Wavucu. We have a joint committee between the Development 
Loan Fund and the Export-Import Bank that screens applications. 
We had a little difficulty getting this started, but we have it organized 
now. We do find instances where smart oversea borrowers naturally 
want to get longer terms, lower interest rates, repayment in soft cur- 
rencies. And we have found instances—we have one current! y—where 
we say these are loans that should be made by the Export-Import Bank 
and payable in dollars, and not by the DLF, payable in local currency. 

Our problem is someone might come to us and say, “Well, for politi- 
cal reasons,” and when you let that bar down, it is hard to get it back 
up again. 

Senator Lone. For political reasons this should not be an Export- 
Import Bank loan ? 

Mr. Waveu. That is what I am inferring, yes. 

Senator Lone. The thought occurs to me if I were in a considerable 
number of relatively undeveloped countries, I would much prefer to 
get myself a loan from the Development Loan Fund rather than a loan 
through your bank, because if 1 borrow from your bank I know I 
would have to pay it back. 

Mr. Wavueu. We have taken 11, 12, or 13 countries in which there 
is no dollar repayment ability today. We say any loans made in this 
country the DLF should make. But then I say even those loans should 
only be made very carefully, and to make sure that they are accom- 
plishing the desired results, and improving the economy of the respec- 
tivecountries. That is where the problem is. 

Senator Lone. All right. 

Thank you so much. 

Senator Ranpoteu. Do you feel, Mr. Waugh, that there is any dif- 
ferent set of rules operating today in the international field, or should 
there be a different set of rules, than we have in effect in our domestic 
field of Government lending ? 

Mr. WaucGu. Based on my experience in one phase or another of the 
banking business, which goes back to 1913, I can see no difference in 
loaning in the international field than in the domestic field, with the 
single exception that in the international field you must determine the 
ability of the borrower to generate sufficient dollars to repay your 
loan, if it is to be repaid in dollars. 

In other words, he might be able to generate enough cruzeiros or 
pesos or lire, and there not be enough exchange available. So to the 
extent of the differentiation in the loaning on basic rules, it seems to me 
to rest in the ability to generate the dollars from the local currencies. 

Do I make myself clear ? 

Senator Ranpotpu. Yes, sir. But the criteria would be the same. 

Mr. Waveu. Yes. 

Senator Lone. Thank you very much, gentlemen. 

Mr. Waveu. I want to make one statement. Mr. Arey feels that I 
have left a confusion in the minds that we think that the Export- 
Import Bank should be combined with the aid program. It is my idea 
that it should not be combined with the aid program. We are han- 
dling a business loaning operation, and not an aid program. 
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Senator Lone. We will include Mr. Waugh’s prepared statement in 
the record at this point. 
(The statement referred to follows :) 


PREPARED STATEMENT OF SAMUEL C. WAUGH, PRESIDENT AND CHAIRMAN OF THE 
BoarpD OF DIRECTORS, ExXPoRT-IMPORT BANK OF WASHINGTON, ON “SMALL BUSI- 
NESS ExporTS AND THE WORLD MARKET,” NEW ORLEANS, LA., DECEMBER 9, 1960 


My name is Samuel C. Waugh. I am President and Chairman of the Board of 
Directors of the Export-Import Bank of Washington. Accompanying me is Mr. 
Hawthorne Arey, who also is a member of our five-man, bipartisan, full-time 
Board of Directors. 

Mr. Chairman, we welcome this opportunity to explain to you and your com- 
mittee how the Export-Import Bank helps small business to export. The sub- 
ject is somewhat complicated and the Bank’s operations are not as well known 
as we would like. With your permission, I will first outline the ways in which 
this assistance to exports is provided, and then show that the assistance avail- 
able from Eximbank not only’is the equal but also often is superior to that pro- 
vided to exporters in other countries. 


I 


The Export-Import Bank is an independent agency of the Government, now 
almost 27 years of age, charged with the function of providing financial assistance 
to the foreign trade of the United States. In the words of our statute, the pur- 
pose of the Bank is “to assist in financing and to facilitate exports and imports 
and the exchange of commodities between the United States and any foreign 
country or the agencies or nationals thereof.” 

The Bank is authorized by the Congress to have outstanding at any one time 
loans and guarantees in the amount of $7 billion. Over the period of its opera- 
tions to November 30, 1960, it has authorized more than $10 billion of loans and 
guarantees. Some of these were not used. It has disbursed $7.4 billion. Re- 
payments total $4.2 billion. Loans outstanding amount to $3.2 billion. Com- 
mitments not yet disbursed equal $1.7 billion. Earnings in the amount of $650.5 
million (after payment of all admistrative expenses, interest on borrowed funds, 
and dividends on capital stock) have been set aside as reserves for possible losses. 

The Bank derives the funds for its operations from the following sources: (1) 
The capital stock of the Bank is in the amount of $1 billion and is held by the 
Secretary of the Treasury as agent for the United States. (2) The Bank may 
borrow from the U.S. Treasury up to $6 billion outstanding at any one time. The 
Bank pays interest on these funds at a rate fixed by the Secretary of the Treasury 
“taking into consideration the current average rate on outstanding marketable 
obligations of the United States as of the last day of the month preceding the is- 
suance of the obligation of the Bank.” (3) Earnings of the Bank after payment 
of all costs of operations, including administrative expense. 

In giving the Bank its broad lending and guaranteeing authority, the Congress 
provided two conditions to govern the Bank’s activities. First, the Bank is to 
supplement and encourage and not compete with private capital. Second, each 
loan or guarantee made by the Bank is, in the judgment of its Board of Di- 
rectors, to have reasonable assurance of repayment. The record of more than 
a quarter of a century attests to our adherence to these principles. 

A word or two of comment should be made on these basic conditions. In re- 
gard to avoidance of competition with private capital, the Bank consistently has 
declined to make loans where it appeared that the funds were available from 
private sources on reasonable terms. Similarily, the Bank has refrained from 
extending guarantees where it is presumed that private sources were prepared 
to issue equivalent guarantees or insurance at reasonable rates. I shall have 
more to say on this point in a few minutes, but I might mention here that the 
ready availability of private financing for imports into the United States has 
made it unnecessary in the postwar period for Eximbank to finance imports. 

The requirement that each credit made by the Bank have reasonable assurance 
of repayment involves two considerations. First is a determination that the 
borrower abroad may reasonably be expected to earn or acquire a sum, in the 
currency of his own country, sufficient to permit him to meet his obligation. 
This primarily is a problem of the creditworthiness of the borrower. 
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Second is a determination that, on demand by the borrower, the authorities 
of his country will be able and willing to sell to him, upon presentation of his 
local currency, the dollar exchange which he will require to discharge his 
obligation to pay dollars to the U.S. exporter or his bank. This is the problem 
of currency convertibility or dollar exchange availability. Fortunately, this 
problem is not nearly so widespread today as was the case only a few years 
ago. There still are a number of countries nevertheless in which exchange 
prospects are a matter of greater or lesser concern. Credit sales in such mar- 
kets on an unsecured basis accordingly require special care. 

Speaking generally, there are three ways in which Eximbank or a credit 
insurer may attempt to meet the problem of inadequate exchange availability. 
The most conservative approach would be to discontinue all credit assistance 
for exports to such a market. At the other extreme is the method of continu- 
ing to assist all exports to the market until overselling caused an outright 
exchange blockage. Neither of these appears to furnish a reasonable answer 
since neither one is well calculated to help the exchange position to improve 
most rapidly nor does either one help exporters to retain a foothold in their 
established markets in the country. Moreover, the second approach also gen- 
erally harms those exporters who have been selling in the market on a cash 
basis, since the blockage caused by overselling may force a reduction in cash 
sales as well. 

The third approach to the problem of inadequate exchange availability in a 
market abroad is the middle position followed by the Export-Import Bank. 
Here an effort may be made to accomplish two purposes simultaneously. To 
the extent possible in terms of the market situation, assistance is provided for 
many types of exports in modest amounts so that established market relation- 
ships may be maintained. In addition, further assistance may be provided for 
those exports the utilization of which in the country concerned presumably will 
contribute heavily to an improvement in its exchange position. Chief among 
these are those exports of U.S. capital equipment which, when in use abroad, 
will expand that country’s exports and so increase its exchange earnings. 


II 


Now I should like to speak more specifically of how the Export-Import Bank 
assists U.S. exporters. At the outset I wish to dispel, if I can, a misconcep- 
tion sometimes held regarding one aspect of the Bank’s activities. We are 
asked now and then what is the smallest credit or guarantee that Eximbank 
will consider. I cannot emphasize too strongly that the Bank does not, nor has 
it ever, placed any limits on the amount of assistance it will provide other than 
those dictated by sound financial practices. No application has ever been denied 
because the amount involved was too small. The smallest credit we have been 
asked to provide, and one we are happy to authorize, was for $550. This was 
to assist in financing the sale about 3 years ago of a plow by a small manufac- 
turer in the United States to a customer in Brazil. The largest loan to a private 
corporation was $100 million and to a government $500 million. 

The Bank does, from time to time, make many loans which runs to tens of 
millions of dollars. They usually originate from the request of an oversea ap- 
plicant who wishes to finance, under a single credit, purchases to be made from 
a large number of suppliers in the United States. 

Most of the credits and guarantees we make each year, however, result from 
applications from U.S. exporters each of whom seeks assistance in making a 
credit sale to a specific customer abroad. As a consequence, the Bank for ad- 
ministrative reasons has divided its Loan Division into two sections. One of 
these, named the Exporter Credit and Guarantee Section, is concerned only 
with U.S. sellers of export items. This section is the point of contact for, and 
exists only to serve, individual exporters regardless of size or of the amount 
of export credit assistance desired. The Project and Trade Development Loan 
Section, on the other hand, comprises the loan officers who are concerned with 
applications by those abroad who directly seek financing for purchases to be 
made in the United States. 

The applications handled by these sections, as might be expected, differ in 
several respects. It is perhaps not so widely recognized that there are notable 
points of similarity as well. One of the differences, as indicated above, is that 
the average exporter credit is a good deal smaller than the average project 
or development loan. Another difference is found in the term to final maturity, 
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exporter credits having a maximum term of 5 years after delivery of the goods 
(except for 7 years in the case of jet aircraft), whereas project and develop- 
ment loans may have final maturities of 10, 15, or even 20 years in appropriate 
cases. 

A third difference generally appears in the method by which the bank’s 
financing is provided. In an exporter credit the Export-Import Bank cus- 
tomarily purchases from the exporter or his bank, on a nonrecourse basis, a 
participation in the obligation given to him by his customer abroad. In a project 
or development loan, on the other hand, Eximbank usually receives directly 
from the borrower overseas the promissory notes issued in evidence of his debt 
to the Bank. 

Two similarities between the cases handled by the two sections of the Loan 
Division may be mentioned. First, both types of loans are to finance only 
goods and services procured in the United States. Second, and this is a point 
insufficiently well recognized, businesses of all sizes benefit alike from both 
types of credits. 

Iil 


The applications handled by the Exporter Credit and Guarantee Section are 
for several different types of export assistance. These may he separated into 
two major groups according to the term of credit involved. One includes export 
sales on credit terms of up to 180 days after delivery, often spoken of as ‘short 
term” credits. The other, frequently referred to as “medium term” credits, 
includes those sales, payment for which is to be completed, usually in install- 
ments, in a period of more than 180 days but generally not more than 5 years. 
These activities taken together are comparable to the facilities offered by the 
export credit insurance agencies of other countries. 

The assistance provided by Eximbank for short-term credits of up to 180 
days is limited to guarantees against loss due to the noncommercial risks of 
export sales. Direct financing of sales on these terms is not offered by Exim- 
bank because of its general availability from commercial banks and other private 
sources. Similarly, guarantees against loss on such sales because of the two 
credit risks of bankruptcy and of protracted default are not offered by Exim- 
bank because insurance cover for these risks is available from private companies. 
The Export-Import Bank is conducting discussions with several insurance com- 
panies in the expectation that more widespread facilities for insurance of credit 
risks will become available from this source. 

The noncommercial, or so-called political, risks covered by Eximbank’s short- 
term political-risk guarantees include the following five hazards: 

1. Inconvertibility or nontransferability of foreign currencies into dollars. 
Where the foreign buyer deposits his payment to the exporter in local currency, 
and is unable to convert that deposit into U.S. dollars, Eximbank will pay to 
the exporter 90 percent of the amount deposited. 

2. Eximbank also will pay to the exporter 90 percent of any losses incurred 
due to— 

(a) Imposition of a law or regulation beyond the control of exporter 
and buyer which prevent delivery of the goods. 

(6) Cancellation of import license. 

(c) War, hostilities, rebellion, and civil commotion. 

(d) Expropriation of exported items by foreign authorities. 

To make it as easy as possible for U.S. exporters to obtain a short-term 
political-risk guarantee from Eximbank, we invited U.S. commercial banks and 
U.S. insurance companies offering export-credit insurance to act as agents for 
Eximbank in the issuance of these short-term guarantees. At present, 149 banks 
and insurance companies have responded and have been authorized to act in 
this capacity. Thus exporters throughout the country may obtain these guaran- 
tees without any need for direct contact with the Export-Import Bank in 
Washington. 

In contracting for an Eximbank short-term political-risk guarantee, the ex- 
porter agrees to declare and pay fees on all of his exports that are made on 
credit terms not exceeding 180 days. Coverage is provided for all types of U.S. 
products, including raw materials and consumer goods as well as durable goods. 
Sales in all of the countries of the free world are eligible. However, Eximbank 
in certain instances, because of circumstances affecting noncommercial risks 
covered by these guarantees, may from time to time impose conditions as to the 
terms upon which credit may be extended and still be covered under the 
agreement. 
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Having received a contract for a year’s coverage, each eligible shipment made 
by the exporter is protected against noncommercial risks provided he makes 
montbly declarations and pays for coverage of the individual shipments. These 
fees, which vary only according to the term of credit extended by the exporter, 
vary from 25 cents per $100 of invoice value where the term of credit does not 
exceed 30 days, to 50 cents where the term is between 151 and 180 days. 

If a U.S. exporter wants to have full protection on an export sale, he may 
obtain credit cover in the private market and political cover from Eximbank. 
The resulting protection is as broad as that available to an exporter of other 
countries and the total cost appears to be reasonably competitive. 

The program to provide short-term political-risk guarantees which I have 
outlined was announced early in May of this year as a part of the President’s 
export drive. Commencing on May 23, exporters could obtain these guarantees 
from our agents. By the end of November, 126 guarantees involving an antici- 
pated annual export volume of $89 million already had been issued. 

The monthly declarations received from exporters under this program show 
that a total of 6,526 export shipments already have been covered. 


IV 


Turning now to medium-term credit assistance, Eximbank offers five alterna- 
tive forms of aid to exporters. For each type, however, a common requirement 
is that the foreign buyer shall have agreed to pay to the exporter in cash by the 
time of delivery of the goods not less than 20 percent of the invoice value of the 
shipment. This conforms to usual commercial practice. Participation by 
Eximbank pertains therefore to the remainder or financed portion of the transac- 
tion which may not exceed more than 80 percent of the invoice value. 

1. Medium-term political-risk guarantee.—Exporters may arrange for political- 
risk coverage of medium-term sales. This is identical in scope to the guarantee 
described for short-term transactions. In such cases the normal commercial 
risks are carried by the exporter or insured by a private company. Unlike 
short-term agreements, however, the exporter is not required to pay fees on all 
his medium-term exports but may select those which he desires to present to 
Eximbank for consideration. The fee charged by Eximbank for a medium-term 
political-risk guarantee covering 90 percent of losses is approximately equivalent 
to three-fourths of 1 percent per annum on the declining balances guaranteed. 

2. Comprehensive guarantee.—Exporters may arrange for a comprehensive 
guarantee on a case-by-case basis covering both credit and political risk of the 
exporter or his bank to the extent of 85 percent of the financed portion of the 
transaction. The fee charged by Eximbank in such case is approximately 
equivalent to 1% percent per annum on the declining balances guaranteed. 
These comprehensive guarantees are practically identical to the insurance on 
medium-term export credits offered by the agencies of other countries. 

3. Heporter credit—Where direct financing by Eximbank is requested, Exim- 
bank participates with the exporter on a case-by-case basis by purchasing from 
him for cash, and without recourse on the exporter, obligations of the foreign 
buyer representing 85 percent of the financed portion of the transaction. 

This facility offers to the U.S. exporter everything that could be obtained under 
the export-credit insurance plan available in other countries, and in addition 
thereto it provides the actual financing on a nonrecourse basis. 

4. Repetitive sales.—Once the exporter has established the credit standing of 
a foreign dealer or other customer to whom a number of sales are anticipated, 
Eximbank will agree upon a credit ceiling against which the exporter may carry 
out a series of transactions without reference to Eximbank in each instance. 
These repetitive sales arrangements may be negotiated for political-risk guaran- 
tee only, for comprehensive guarantee, or on an exporter credit basis. 

5. Commercial bank participation—On March 17, Eximbank announced that 
it was prepared to participate in the financing of medium-term transactions for 
the sale of capital goods in sole reliance upon the credit judgment of a commercial 
bank in the United States in those cases in which the commercial bank would 
carry a portion of the credit equal at least to 10 percent of the invoice value of 
the sale without recourse on the exporter, or would carry a specified number of 
the early installments. 

This proposal invited commercial banks to depart from the long established 
rule of financing exporters receivables only with full recourse on the exporter. 
Under this proposal, Eximbank—although prepared to carry the larger parti- 
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cipation—was prepared to waive its own credit investigation and accept that 
made by the commercial bank. The proposal offered to the exporter the op- 
portunity to present his application directly to his own commercial bank and 
relieved the exporter of the obligation of sending to Washington credit in- 
formation concerning the foreign buyer. In general, the proposal was designed 
to make it easier for exporters to apply for medium-term assistance and to speed 
up action thereof. 

As of the close of business November 30, Eximbank had approved 109 such 
transactions presented to it by 32 participating commercial banks. The extent 
to which this form of procedure is receiving acceptance in banking circles is 
better illustrated by the following recapitulation— 

Between April 17 and June 30, 18 transactions had been presented and 
approved by Eximbank. 

Between July 1 and November 30, Eximbank has approved an additional 
91 such transactions. 

Of the 109 transactions presented to date, 69 have concerned export sales 
of $100,000, or less. The smallest has been a sale for $3,170. Small trans- 
actions are receiving the careful attention of the commercial banks and 
Eximbank. 

The total of credits and guarantees established at the request of exporters or 
their commercial banks during the first 11 months of 1960 is 245. Eximbank 
participation therein amounts to $98.7 million. Evidence of the increased in- 
terest in these guarantees and credits is indicated by the fact that the total of 
such medium-term guarantees and credits authorized in 1959 was 92, in which 
Eximbank’s participation was $5.5 million. 


V 


One additional form of direct assistance to exporters remains to be con- 
sidered. All of the forms which I have discussed involve assistance in the actual 
sale abroad of commodities and services. None of them, however, is well 
adapted to meet the needs of those businessmen who export U.S. commodities 
on consignment with the intention of arranging later for sales out of the stocks 
of goods thus held by them in other countries. 

To permit the Export-Import Bank to meet this need, the Congress in 1953 
authorized the Bank to issue insurance, against the risk of loss due to war or 
expropriation, on stocks of U.S. goods held abroad on consignment awaiting 
sale. Thus far, such insurance has been requested, and has been provided 
through the agency of private insurance companies, on consignments of cotton and 
tobacco. A total of 3,428 policies have been issued on 711,741 bales of cotton, 
and 77 policies on 12,046 hogsheads of tobacco. If requests for this form of 
assistance on consignments of other commodities should be made, the cover 
could readily be expanded to include them. 


va 


May I say a few words about the advantages to small and large exporters 
alike of Eximbank’s long-term loans. These credits finance the purchase of 
U.S. equipment and services from many different suppliers that are required 
for various development projects abroad. In this class also are the lines of 
eredit extended by the Export-Import Bank to central banks and private banks 
abroad to provide dollar exchange for the acquisition of U.S. capital goods 
(often through a multiplicity of small individual purchases), and the acquisi- 
tion in the United States of such commodities as cotton, tobacco, and wheat 
(although on shorter terms). 

It is quite understandable that a U.S. exporter often judges the effectiveness 
of Eximbank’s facilities on]y by the number of credits which he himself has 
been able to arrange. Those credits, however, are by no means the full measure 
of the assistance made available by the Bank to our export trade, or to the 
individual exporter, or especially to the small exporter. In many instances the 
U.S. exporter may be unaware that many of his foreign sales have been made 
possible as a result of long-term loans or lines of credit from Eximbank. I should 
like to illustrate this point by several examples. 

From information furnished us by the Lockheed Aircraft Corp., the following 
occurs when Eximbank agrees to assist in financing the sale of a single air- 
plane costing $2 million. Of that amount, the Lockheed Corp. will retain but 
$894,000 or 45 percent of the cost of the plane, which will go to cover materials, 
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services, and expenses. The balance or 55 percent will be divided among 2,000 
U.S. firms in 38 States. Orders amounting to $516,000 or 26 percent of the total 
will be placed with principal subcontractors. Orders representing $590,000 or 2 
percent will be placed with small businesses, each of which employs less than 
500 people. 

Credits totaling $77.5 million were authorized by the Bank to finance U.S. 
equipment and services for the construction of a steel mill in Chile. As a re- 
sult of these loans, orders were placed with 1,400 U.S. firms a great many of 
whom are classed as small businesses. Furthermore, the operation of this plant 
has resulted in the purchase in the United States annually, for the past 10 years, 
of more than $7.5 million of additional parts, supplies, and services. 

In 1958, Eximbank established a credit of $150 million in favor of the Gov- 
ernment of India to provide dollar exchange for purchases of U.S. capital equip- 
ment by both private and public entities in India. The first $41,430,000 used 
of the credit resulted in orders being placed with 312 companies in the United 
States. The orders ranged in size from one as small as $30 to one order of 
$3,340,000. Two hundred and fifty four orders were under $100,000. Two 
hundred and seven of the orders were under $25,000. 

During the first 11 months of 1960, Eximbank has authorized 65 new project 
and trade development loan credits in a total amount of $473.4 million. This 
assistance to our exporters is of a type not generally available to exporters of 
other countries. 

sased on previous experience and information received with the applications, 
it is estimated that these credits will result in approximately 7,304 orders for 
U.S. products. In addition, during the same 11 months, the Bank has allocated 
for use a total of $79.7 million against lines of credit previously established. It 
is estimated that these allocations will result in 924 orders. 

If we add to these the medium-term exporter credits and guarantees and 
the transactions under the short-term political risk guarantees, the operations 
of Eximbank during the first 11 months of 1960 will have financed or guaran- 
teed 15,035 separate export transactions. 


Vil 


Mr. Chairman, in concluding my statement I would like to summarize what 
I have said of the assistance available from the Export-Import Bank: We offer 
to U.S. exporters not only those forms of assistance that are available to ex- 
porters in other countries. We offer also forms of assistance, including direct 
financing of exports on medium and long terms, which are seldom or never 
available to the exporters of other countries. We provide these forms of assist- 
ance without restriction as to the size of the exporters or of his export trans- 
action, and we do not place higher charges or other restrictions on small 
credits than on large loans. 

This is not to say that the Export-Import Bank can or should meet every com- 
petitive offer of credit from any source at any time or in any market. The trad- 
ing position of certain European countries may, in a particular market at a 
given time, permit the extension of credit beyond the point to which it should be 
extended from the United States. We are of the firm opinion that the United 
States will not obtain a sound increase in its foreign trade, nor will we long 
improve the position of our international payments, by extending credits with- 
out regard to the ability of our buyers to repay. 

During its life of almost 27 years, the Export-Import Bank has adapted its 
procedures to widely varying conditions of international trade. It is our desire 
to continue this flexibility while at the same time carrying out the mandate of 
the Congress which I outlined at the beginning of this statement. 

In the future, as in the past, it will be the primary purpose of the Export-Im- 
port Bank to improve the quality and effectiveness of its assistance to the in- 
dividual exporter, to cooperate and not compete with private capital, and to 
assist in the sound development of expanding world markets for the products of 
our factories and farms. 

Thank you. 
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Exuipit 25 


List OF SLIDES PRESENTED BY Mr. SAMUEL C. WAUGH, PRESIDENT AND 
CHAIRMAN, Export-IMPoRT BANK 


Slide No. 1: Organization chart. 

Slide No. 2: Cumulative statement of operations, 26 years. 

Slide No. 3: Classification or purposes of loans. 

Slide No. 4: Private capital participation. 

Slide No. 5: Short-term political-risk guarantees, criteria. 

Slide No. 6: Short-term political risk guarantees, operations to November 30, 
1960. 

Slide No. 7: Medium-term exporter credits, Formula. 

Slide No. 8: Medium-term exporter credits, 5-year summary, size of credits. 

Slide No. 9: Medium-term exporter credits, comparison of activity, 1959 and 
1960. 

Slide No. 10: Chart—Loan for grain silos, resulting orders. 

Slide No. 11: Photo—Grain silo financed. 

Slide No. 12: Chart—Loan for one airplane, resulting orders. 

Slide No. 13: Photo—Jet aircraft financed to Japanese airlines. 

Slide No. 14: Chart—Summary of commodity credits, cotton, wheat, ete. 

Slide No. 15: Chart—Cattle loan to Mexico, resulting orders. 

Slide No. 16: Photo—Beef cattle. 

Slide No. 17 : Chart—Foreign currency lending, criteria. 

Slide No. 18: Photo—Tractors assembled in Turkey. 

Slide No. 19: Chart—Project loans, criteria. 

Slide No. 20: Chart—Steel mill loan, resulting export orders. 

Slide No. 21: Photo—Chilean steel mill. 

Slide No. 22: Photo—Zinc refinery, Peru. 

Slide No. 23: Photo—Powerplant, Japan. 

Slide No. 24: Photo—Control room, powerplant, Japan. 

Slide No. 25: Photo—Powerplant, Japan. 

Slide No. 26: Photo—Electric power generator, Japan. 

Slide No. 27: Photo—Peixoto Dam, Brazil. 

Slide No. 28: Photo—Unloading locomotive, Iran. 

Slide No. 29: Photo—Jedda pier, Saudi Arabia. 

Slide No. 30: Photo—Toquepala copper mine, Peru. 

Slide No. 31: Photo—Toquepala copper mine, blasting. 

Slide No. 32: Photo—Toquepala copper mine, blasting. 

Slide No. 33: Photo—Toquepala copper mine, mill and general view. 

Slide No. 34: Photo—Toquepala copper mine, housing. 

Slide No. 35: Photo—Toquepala copper mine, water pipeline. 

Slide No. 36: Photo—Toquepala copper mine, mountain lake, water supply. 

Slide No. 37: Photo—Toquepala copper mine, port of Ilo. 

Slide No. 38: Photo—Toquepala copper mine, smelter. 

Slide No. 39: Photo—Toquepala copper mine, blister copper. 

Slide No. 40: Chart—Global, distribution of Eximbank loans, 1934-59. 


Senator Lone. Now we will have Mr. Donald A. Hipkins, Deputy 
Administrator of the Small Business Administration. 

Mr. Hipkins, we are very glad to have you here with us today. 
I notice you have some of your capable assistants in the room, in- 
cluding Mr. Justin Greene. While there may be some difference 
politically between Democrats and Republicans, I think we can all 
agree that the Small Business Administration is doing a good job— 
to make it possible for small business to get in business and stay 
there. 


Me 


STATEMENT OF DONALD A. HIPKINS, DEPUTY ADMINISTRATOR 
SMALL BUSINESS ADMINISTRATION, WASHINGTON, D.C. 


Mr. Hiexins. Thank you, sir. 
If it meets with your approval, I would like to read the statement 
which I have prepared. 
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Senator Lone. Go right ahead, sir. 

Mr. Hipxins. Mr. Chairman, Mr. Philip McCallum, Administra- 
tor of the Small Business Administration, has asked me to appear 
in his behalf before your committee. A previous engagement has 
made it impossible for him to be present. I appreciate “the oppor- 
tunity to express the interest of the Small Business Administration 
in assisting small business concerns to participate in export trade. 

On June 16, 1960, 1 appeared before this committee when it was 
considering the effect of foreign imports on small business. At that 
time I stated that— 
reciprocal trade works both ways. To the extent we permit foreign products 
to enter, we increase the possibilities of expanding our markets abroad in such 
developing areas as South America, Asia, Africa, and the Middle East. This 
opens up hew economic horizons for many small producers who are not present- 
ly aware of them. If such enterprises are alerted to the prospects and en- 
couraged to engage in international trade, the profits they bring back to this 
country will more than offset such losses as are being suffered by the small 
business community as a result of imports. 

Mr. Chairman, I would like at this time to pursue this thought a 
bit further. The first and most obvious reason for small domestic 
manufacturers to sell in foreign markets is their search for profit. 
A small concern may have : sire to tap 
a new market with existing products which, with or without minor 
changes in design, may sell competitively abroad—the small manu- 
facturer may have a seasonal business or unused capacity where the 
development of a new market will stretch out production and lower 
unit costs. 

The progressive small businessman realizes that the business world 
today is one of rapid change in product development, production 
techniques, and markets. He knows he cannot afford to remain con- 
tent with the way he has been doing business the past 10 or even the 
past 3 years. In today’s expanding economy, to stand still is to 
retrogress. 

The successful businessman in this rapidly changing world with 
its vastly improved communications must plan ahead to assure a strong 
competitive position for his ee and, of course, for continued 
profits. He will, or should, consider the export market just as he tries 
to develop the domestic market. 

There are two additional reasons why small businessmen should 
consider selling in foreign markets, One is that our balance of pay- 
ments deficit and the drain on our gold reserves can be rectified in 
part by increased export of U.S. goods. Patriotism or willingness to 
assist our economy in this respect. should not be a matter of concern 
to just the largest business concerns and the Federal Government. The 
greatest area for improvement in exports lies within the medium anc 
smaller size business concerns. 

A third reason for small business to investigate foreign markets 
are the political implications in exporting—political ‘implic ations 
which may be a determining factor in our economic survival. I refer 
in this instance to the development of communications among the free 
nations of the world, to the birth of many new nations and to the 
gradual political and economic dev elopment among underdeveloped 
countries. 
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The most effective means we, as a nation, have to demonstrate the 
value of our political institutions and of the free enterprise system 
is to sell and develop acceptance of U.S. made products in these 
countries. 

We, in the Small Business Administration, while fully cognizant 
of the reasons why small manufacturers should se1 riously consider 
foreign markets as outlets for their products, are not unappreciative 
of the problems which confront an exporter. In most instances we 
believe these problems can be overcome. 

Three great attributes of the successful small manufacturer are 
versatility, adaptability, and imagination. If these attributes are ap- 
plied to foreign markets in equal intensity as to the domestic market, 
I feel they can : sell suce essfully. 

Some of the problems which will be encountered are competition 
by foreign manufacturers and political or currency instability in 
part icular foreign countries. 

In many lines, I believe we must admit that pricewise United 
States exports cannot compete with the products of manufacturers 
from Switzerland, West Germany, Italy, Sweden, and Japan. 

In even some of these lines, however, the price factor may be over- 
come through higher quality, longer life, better maintenance, and 

vailability of spare parts. 

‘alae restrictions can in due time disappe ar. Through the 
Export-Import Bank program of political risk guarantees the ad- 
verse effect of such restrictions may in part be overcome—in the long 
run they will work themselves out as countries improve their own 
economic position. 

Quotas, tariffs, internal-use taxes and other administratively im- 
posed problems vary from country to country and from time to time. 
This committee has already heard testimony in New York from the 
Assistant Secretary of Commerce for International Affairs, Hon. 
Bradley Fisk, of the negotiations currently under way to secure a 
reduction in such trade barriers. 

A more aggressive commercial unit within our foreign embassies, 
which will result from the President’s export trade promotion pro- 
gram, will do much to overcome many of the administrative barriers 
which exist within particular foreign countries. 

I do not believe that in the actual mechanics of exporting there 
exist any insurmountable problems for the small manufacturer. 
Through his own study and experience and through the advice and 
assistance of experts in the field he can learn how to conduct market 
surveys, how to advertise, how to distribute his product, how to pack- 
age, ships, secure credit, and to handle the many other details in- 
volved in making a sale in a foreign market. 

Within the Federal Government, as this committee knows, the agen- 
cies principally concerned with the field of export trade are the Bu- 
reau of Foreign Commerce in the Department of Commerce, the 
Department of. State, and the International Cooperation Administra- 
tion. 


7 Appeared before this committee Nov. 17, 1960, p. 6 
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The Small Business Administration had, until perhaps a year ago, 
devoted its efforts to programs designed to assist in domestic sales 
and production; namely, financial assistance, procurement, technical 
and managerial assistance. 

At that time, however, we began to give some serious thought to 
foreign trade possibilities for small business. Upon assuming office 
in November 1959, Mr. Philip McCallum, the present Administrator, 
immediately undertook to explore with the Department of Com- 
merce the ways in which our agency could be of assistance in en- 
couraging small concerns to investigate the possibilities of selling in 
foreign markets. Mr. McCallum further undertook to develop pro- 
cedures for instructing them where information and assistance is 
available for actively engaging in foreign trade. 

As a result of these conferences and from subsequent cooperation 
from the Bureau of Foreign Commerce, the Small Business Admin- 
istration has moved in many ways to inform the smaller manufacturer 
of the opportunities which exist in foreign markets. I sincerely be- 
lieve that there is an even larger role yet to be played in the field of 
export trade by the Small Business Administration. 

Testimony presented to your committee in its first hearing in New 
York City on November 17, 1960, and comments we have received 
during the past year-and-a-half tend to support the belief that too 
many smaller concerns are still skeptical or most reluctant to explore 
new foreign markets. More important, they are unaware of all the 
information and counsel available to them. 

As a result of the exploratory discussions between the Department 
of Commerce and the Small Business Administration, the SBA held 
two pilot conferences on export trade and small business wherein the 
latter could learn the ABC’s of exporting. The first was held at the 
University of Toledo, ‘Toledo, Ohio, under the auspices of the Division 
of Adult and Continuing Education and cosponsored by the College 
of Business Administration, the Toledo Area Chamber of Commerce 
and the Toledo Small Business Association. 

The second pilot conference was cosponsored by the Babson Insti- 
tute of Business Administration in Wellesley, Mass. Some 18 local 
and regional groups cooperated in the conduct of this conference. 

The two conferences were designed to provide smaller concerns, 
through experts, with the fundamentals of exporting—determining 
en export markets—how to reach these markets, and how to 

nance exports. 

Supplying information on such fundamentals was accomplished by 
utilizing case histories of small manufacturers who had been success- 
ful in exporting—by holding panel or workshop sessions in the three 
major areas of interest—and by having keynote speakers discuss the 
overall export trade outlook. 

The conferences lasted a day and a half, with participants utilizing 
campus facilities. This permitted conferees to devote their full atten- 
tion to exporting while much value was derived from informal discus- 
sions of mutual business problems and interests, 

Sixty-seven individuals attended the Toledo conference, broken 
down as follows: 44 representatives of manufacturing concerns, 7 
from service concerns, 3 from associations, 8 from Government, 3 from 
the field of education, and 2 representatives of banks, 
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One hundred and twenty-one attended the Babson conference—69 
representatives of manufacturing concerns, 8 bankers, 14 representing 
service concerns, 8 from associations, 9 from the field of education, and 
13 from Government. 

I might mention, Mr. Chairman, that the business concerns repre- 
sented ranged in number of employees from four to several thousand. 
Regardless of size, there seemed to be much enthusiasm among the 
conferees, with each gaining additional knowledge which would be 
helpful to his company’s operations. 

If there was any criticism at all, and this I believe is noteworthy, it 
was that despite our efforts the information was not fundamental 
enough. 

In virtually every instance, the conferees stated that they desired 
additional conferences. 

With your permission, Mr. Chairman, I should like to quote briefly 
from a report prepared for me by my staff as a result of their review 
of the conferences some 6 months later. 


The purposes of these pilot conferences were: First, to generate an interest 
and stimulate the thinking of small firms with regard to the possibility of selling 
in foreign markets for the first time and, second, to demonstrate to the non- 
exporter and the small concern already exporting to a slight degree that infor- 
mation and assistance is available and that there is a better way of doing 
things. The conferences were, we believe, successful in both respects. 

It is our conviction that the small manufacturers are generally unaware of 
the opportunities which exist in foreign markets but when shown are eager to 
explore such possibilities further. They definitely need information and assis- 
ance in learning how to intelligently analyze foreign markets, how to sell in 
these markets, and how to ship, document and collect their money. We believe 
that SBA has found an excellent vehicle for stimulating the interest and increas- 
ing the knowledge of small firms in this field. 

Without question, the more successful small manufacturer is eager to explore 
every possibility for stabilizing his production over the long run, diversifying 
his product and market, and increasing his profits. 

The two pilot conferences emphasize something about which we have been 
aware; namely, the successful small businessman will explore new opportuni- 
ties for profit. He will accept advice and assistance to further this end if 
presented in a simple, concrete but positive manner. He does not wish to listen 
to generalities but to facts which will make him a more profitable producer. 

These conferences were among the first, to our knowledge, where an attempt 
was made to discuss export trade at an elementary level. Most conferences, 
seminars, and meetings on export trade assume an understanding and a history 
of exporting on the part of the participant. 

Comments received from those present at the SBA export trade conferences 
indicate that future SBA conferences should be even more basic. 


Senator Lone. May I ask you a question at that point, Mr. Hipkins? 
I just don’t know how much we are doing—and I am not blaming 
you, I am blaming us, I am on the same team—but I do not know 
how much we are doing to help these smal] businessmen to get over- 
seas. You make the point in the early part of your statement that 
costwise these fellows can’t make it against these German and Japa- 
nese productions. And, of course, the low wage standards have a lot 
to do with it. 

I just wondered, perhaps we should make some effort taxwise to at 
least give these fellows a rebate of the taxes that they pay in income 
taxes and things of that sort that they pay, because that is at least 
one field where we might be able to give these fellows a break, it 
seems tome. After all, we are not losing any tax money on business 
that we do not have. This fellow doesn’t have any business right 
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now, when he is competing for the most part with these German and 
Japanese manufacturers. So I don’t see where the Government loses 
anything by letting the fellow have a tax holiday on business that 
he couldn’t otherwise get anyhow. 

Mr. Hirexins. I mention that later on in my statement. In fact, 
Congressman Hale Boggs introduced a bill,’ which I will mention 
later on, With which we are in sympathy. 

Senator Lone. I was anticipating a little bit. I had not read your 
statement previous to your presenting it here. 

Incidentally, I find that Congressman Boggs thinks along the same 
lines as I do. 

Mr. Hipxrins. I think you will find, sir, his bill is one which will 
goa long way to correct this problem. 

Senator Lone. Go right ahead. I am sorry to have interrupted 
you. 

* Mr. Hiexins. That is all right, sir. 

Mr. Chairman, we would be most happy to have the staff of the 
committee peruse at their convenience the individual evaluation sheets 
submitted by the conferees at the end of each conference, the staff 
report submitted as its own evaluation, and the report on the sample 
survey conducted 6 months after the conferences. These materials 
may be helpful to them in their work. I also have with me several 
brochures published for these conferences.® 

I believe that over a period of time the fear and apathy which may 
exist among smaller concerns at the present time can be overcome. 
Through conferences such as these they can learn, at the local level, 
that markets do exist and that in every phase of exporting there are 
experts both in Government and in business who are more than willing 
to counsel and assist them. 

In fact, I was particularly plea: and I am sure the smaller 
businessmen were even surprised—that representatives of larger, 
successful exporters were willing to give their time and assistance to 
help them get started in exporting or in solving individual problems 
if they had already been exporting. 

As I have said, Mr. Chairman, the basic information necessary to 
engage successfully i in exporting must be made available to the smaller 
concern at the local level and in cooperation with local educational 
institutions and business groups. There may be some cities or some 
areas of the country where a course would be more acceptable or 
appropriate than a 1- or 2-day conference. 

You are familiar, I am sure, with the administrative management 
course program within the Small Business Administration. * These 
courses are on such management subjects as planning, organizing, 
staffing, directing and controlling. They are usually held 1 night a 
week for from 8 to 10 weeks. Since the inception of the agency some 
314 educational institutions have cosponsored 846 courses while the 
attendance figure now rests at 26,700 small business owners and 
managers. 





s 2 5 (Boggs), Foreign Investment Incentive Tax Act of 1960, 86th Cong. (H. Rept. 
1282 


® Retained in committee files. 


63067—61——16 
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I have asked our management staff to develop a format for similar 
courses on the various phases of exporting. Between the conference 
and the course the SBA will, I believe, be able to reach many hundreds 
of small manufacturing concerns across the country. I am informed 
that this committee heard testimony to the effect that only about 12,000 
U.S. companies now participate in world trade.’° If this, or even a 
larger figure is correct, it means that much work needs to be done. 

In the field where SBA provides individual counseling services on 
procurement, financial, production, and management problems our 
people are well aware of the information available at the Department 
of Commerce field offices. Smaller firms desiring counsel on matters 
of exporting are therefore directed to those offices. For informational 
purposes our field offices do maintain Bureau of Foreign Commerce 
publications and are gradually developing lists of smaller manufac- 
turers who express an interest in exporting. 

The SBA believes that through its mailing lists, facilities files, and 
close contacts with local businessmen it has developed an excellent 
channel of communication with smaller firms. It is desirous, there- 
fore, of cooperating in every way to see that information on exporting 
reaches these concerns. 

We have already published two management aids which further this 
end. They are “How the Bureau of Foreign Commerce Helps Small 
Manufacturers” and “How the International Cooperation Adminis- 
tration Helps Small Business.” At the present time we are process- 
ing still a third aid which carries the working title of “Exporting for 
Profit.” This committee might be interested to know that the Bureau 
of Foreign Commerce aid which came out in May of this year has 
already had a distribution of some 26,000 copies. It is our hope to 
follow these aids with other publications on various phases of 
exporting. 

Mr. Chairman, I personally feel that insufficient information is 
available on the specific, detailed problems which confront smaller 
concerns in their attempt to export to particular markets. An in- 
creased and continuing effort must be made to familiarize ourselves 
with these problems and how to cope with them. The SBA has, 
through its research grant program, approved five studies which it 
is hoped will give us some of the answers. The five grants, all 
awarded in fiscal year 1960, are: 

1. “Building Small Business Profits Through Exports to Latin 
America” by Lehigh University, Bethlehem, Pa. 

Actual export experiences of small U.S. manufacturers serving 
the market in Venezuela will be documented by depth interviews 
and/or mail questionnaires. Cross-checking will be done with for- 
eign trade services utilized as available and with a similar depth 
survey of a sample of Venezuelan customers. An exporters’ manual 
will be written. 

2. “Participation of Small Business in Export Trade” by St. Louis 
University, St. Louis, Mo. 

All small manufacturers who export from Missouri are being sur- 
veyed by mail and personal interview to determine (a) administrative 
procedures which are trade barriers, (b) administrative procedures 


2° See Nov. 17, 1960 hearing, beginning p. 1. 
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which are not providing sufficient assistance to export trade, (c) how 
SBA and the Bureau of Foreign Commerce can extend their services 
and alert small exporters to their existence. 

A self-help guidebook is being written to permit small business to 
increase their “participation in this area of our Nation’s economic 
activity. 

3. “A Forei on Trade Zone in New Jersey, Port and Airport Devel- 
opments, and Opportunities for Small Business” by the New Jersey 
Department of Conservation and Economic Dev elopment, Trenton, 
N.J. (subcontracted to Rutgers and the State University, Newark, 
N. J); 

4. “An Evaluation of the International Opportunities for Small 
Business With Reference to the Recent Trend Toward Direct Trad- 
ing,” by the University of Washington, Seattle, Wash. 

This research is seeking to determine an answer to the declining 
economic status of small export- import middlemen as a result of the 
increased numbers of new and old firms conducting their foreign 
trade through their own branches or subsidiaries. Included will be 
opinions obtained from a survey of European manufacturers. 

5. “The St. Lawrence Seaway and Small Business” by the Uni- 
versity of Minnesota, Minneapolis, Minn. Specifically, this research 
is designed to increase the use made of the seaway by small business 
foreign-trading firms in the upper Midwest region. Data will be 
collected to measure the extent the seaway is being so used now and 
the extent of plans for use in the future. 

Besides ascertaining the need and potential of a foreign trade 
Zone—port and airport—in New Jersey, the study will explore the 
opportunities small business could enjoy from such facilities. This 
latter objective will be useful to all areas now having these zones 
and to stimulate other likely areas to explore the possibility of estab- 
lishing similar foreign trade zones. 

It is anticipated that these research projects will have functional 
application to this Nation’s balance of trade problem by improving 
the climate and profit opportunity for American small business 
exporters, 

The success of any oversea enterprise depends to a great extent 
upon the amount of capital available to its domestic promoter during 
the initial stages of operations. Our present tax structure assists 
large concerns “to obtain such capital and, at the same time, hinders 
the efforts of small concerns to obtain it. 

It is common practice for large companies to conduct their foreign 
operations through the medium of subsidiaries established in so-called 
tax-haven countries. Since the subsidiaries lie outside the jurisdic- 
tion of the United States, their earnings cannot be taxed by this 
country. Taxes are paid to the United States by the domestic parents 
only upon dividends received from their foreign subsidiaries. In 
this manner a large concern launching an enterprise outside the 
country can defer taxes on oversea earnings, until, by reinvestment 
of such earnings, it has obtained a firm footing abroad. Needless 
to say, the creation of foreign subsidiaries is beyond the resources 
of the average small importer or exporter. Without means of de- 
ferral, he must pay taxes on oversea income as earned. Since he is 
normally dependent upon retained earnings for the development of 
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his business abroad, the tax drain represents a serious obstacle to 
success. There is no doubt in my mind that this tax factor is re- 
tarding the progress of small business in foreign trade. 

For these reasons, I have strong sympathy with Congressman Hale 
Boggs’ proposal, section 2 of H.R. 5, which would, in substance, per- 
mit firms engaged in foreign trade to defer taxes on oversea earnings 
until such earnings are finally repatriated. 

Senator Lone. I want you to know this, sir. I voted very vigor- 
ously for H.R. 5. But we had some opposition on that in the Finance 
Committee, as you know. 

Mr. Hrextns. Yes, sir. 

However, the Department of the Treasury is opposed to unlimited 
deferral at this time because of the substantial revenue losses involved. 
Instead, the Department recommends that deferral be permitted only 
by firms which obtain substantially all of their income from invest- 
ments in the less-developed areas of the free world. While I regret 
that the Boggs’ proposal is not presently feasible, I welcome “the 
Treasury recommendation as a step in the right direction. It is my 
hope that it will be promptly enacted. 

Finally, Mr. Chairman, I should like to compliment those agencies 
which have been principally concerned with the President’s export 
trade promotion program. A sustained, long-run effort by both 
business and Government is necessary not only to maintain our posi- 
tion internationally but to strengthen our domestic economy. I be- 
lieve that with more information on export opportunities and an 
intensification of our lines of communication with the businessman, 
many more concerns, particularly smaller businesses, will give serious 
consideration to the export market. 

I firmly believe that we can generate interest among the nonex- 
porters and increase the know-how of the small firms which have 
already exported to a minor extent. I know the Small Business Ad- 
ministration will itself continue to search for ways in which it may 
assist in making the smaller concern better aware of the information, 
counsel, and asistance that is available from both Government and 
private sources. 

I would like to add, if I may, something that I got yesterday before 
I left, and after I had prepared this statement. It concerns a deci- 
sion of the Court of Claims on the 1st of December of this year. 

The Western Hemisphere trade corporation law, as you know, 
provides a tax benefit for exporters who meet certain conditions. One 
of these conditions is that 95 percent or more of its gross income for 
the immediate preceding 3-year period must have been derived from 
sources outside of the United States. 

The Bureau of Internal Revenue has interpreted this requirement 
to mean that passage of title of the products exported must take place 
abroad. Now, this is important. 

Asa result, a small concern engaged in export trade which does 
not maintain a foreign warehouse or other facility has been deprived, 
under this rule, of the benefits of this act, because in the eyes of the 
Bureau of Internal Revenue, under such ‘circumstances, title cannot 
pass abroad. 

Now, a recent decision of the Court of Claims appears to have 

overruled the Internal Revenue position, and thereby improved the 
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prospect of small businesses to participate in the benefits of the 
Western Hemisphere Act. 

In A. P. Green Export Company v. The United States, which was 
decided on December 1, the Court of Claims held that a wholly owned 
subsidiary of a domestic business formed for the specific purpose of 
acting as a Western Hemisphere trade corporation, but without 
sales force or business establishment outside of the United States, 
was eligible for tax benefits under the Western Hemisphere Act 
where the terms of its foreign sales provided that title was to pass 
abroad. The court rejected the argument that title could not pass 
abroad within the meaning of the act if the company did not own 
facilities abroad. 

So this—if I am correct—and I didn’t really have time to go 
into this very thoroughly, but this decision of the Court of Claims 
completely changes the previous concept of the Western Hemisphere 
Trade Act as it applies to small business. 

The big problem there has been that a small company couldn’t 
maintain a facility in South America, so it didn’t get the benefit 
of the act. 

Now they are saying you don’t have to maintain a facility to 
get the benefit. If I am correct in my interpretation, and as I 
said, I haven’t had an opportunity to go into it, it should be extremely 
helpful to small business. 

Senator Lone. I wonder whether we might not advance legisla- 
tion one of these days to give these small concerns a rebate of that 
portion of the domestic taxes that they pay applicable to any export 
portion of their business. It seems to me that something along 
that line might help those people to get into competition. 

Mr. Hrexrns. It might. t wouldn’t want to say for sure without 
giving it some further thought, Senator Long. 

Senator Lone. I never thought much about it until this morning. 
So it hasn’t been a considered idea. 

I will not ask any further questions at this time. I will ask if 
the staff has any questions. 

Senator Randolph ? 

Senator Ranpoten. Have you, or those within the Small Business 
Administration, thought in terms of proposals to the Congress for 
new legislation to cover the area which you discussed this morning, 
perhaps partially, with reference to the measure by Representative 
Boggs, and also your approval of the Treasury proposal? Have you 
gone beyond that apres area and thought in terms of possibly other 
legislative proposals ? 

Mr. Hirxrns. Yes, sir. We have. We are studying some sugges- 
tions for legislation along that line. 

Senator Ranpotpu. Thank you very much sir. 

Senator Lone. Thank you very much. That is a very good 
statement, Mr. Hipkins. 

Now, Mr. Nutter has a pressing engagement he must attend, and 
I would like to ask Mr. Nutter to summarize his statement for us, 
and answer the questions we have available, and then we will excuse 
him so he might get on with his other engagements. 
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STATEMENT OF CHARLES NUTTER, MANAGING DIRECTOR, INTER- 
NATIONAL HOUSE, NEW ORLEANS, LA. (MESSRS. NUTTER, MAU- 
RICE LE BRETON, EXPORT MANAGER, EQUITABLE EQUIPMENT 
CO.. AND EDWIN A. LELAND, JR., EXECUTIVE SECRETARY, 
LOUISIANA-MISSISSIPPI REGIONAL EXPORT EXPANSION COM- 
MITTEE, APPEARED ON BEHALF OF CAPT. NEVILLE LEVY, PRESI- 
DENT, INTERNATIONAL HOUSE) 


Mr. Nutrer. I have a statement here that I would like to put 
in the record without reading, because it would take a little while. 

Senator Lone. The statement will be printed in the record fol- 
lowing your oral testimony.” 

Mr. Nurrer. I want to say, as you know, the International House 
is rather a unique organization that was set up here 15 or 16 years 
ago to stimulate all kinds of foreign trade and development. In the 
course of the 15 or 16 years, this idea has been copied already in 
Boston and in San Francisco, and it has been quite successful. We 
feel that it has done a good deal in more ways than trade, in under- 
standing and in developing the better relationships. 

Senator Lone. We are all for it being copied, Mr. Nutter. But in 
Louisiana, I hope you don’t allow anybody doing it bigger than you 
are doing it. 

Mr. Nurrer. Last week we took 21 U.S. Governors to Argentina 
and Brazil for a 2 weeks’ trip. It is one of our missions that we have 
conducted over these years. I brought that out, because while in 
Brazil, we visited Cordoba, which is the place where Kaiser had put 
that automobile plant they took from the United States as surplus, 
and now they are employing about 10,000 people down there, making 
50,000 or 60,000 cars a year, from the ground up. Everything is 
made in Argentina. They are making American cars, and they are 
making French cars under license. And they are doing the same 
thing in Brazil. 

And, last week, in connection with the rededication ceremonies, we 
had a telegram from Edgar Kaiser which I thought might be interest- 
ing, and which is not in this statement so you may want it to go in the 
record. Inthis, he said: 

The Kaiser organization is privileged to join in congratulating International 
House in New Orleans in commemorating its 15 years of real achievement in 
promoting world trade and understanding. Our partnerships in Argentina and 
Brazil were inspired and stimulated by the International House. The pattern 
established there has led us to follow in the same direction on three other 
continents. 

We think that is important, because we did take the Kaiser people. 
We made 10 trips to South America with them in 1953, 1954, and 
1955. These plants are a very, very important part of the economy 
of these two countries down there. We are rather proud of this case 
history, because the Kaiser people are in partners the companies 
are predominantly owned by local capital. And 95 percent of the 
aie rees are local. But they are American companies, and they 
have led to a good deal of respect for American companies in those 
areas. 


11 See prepared statement of Capt. Neville Levy, p. 231. 
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I thing that is all I have to say. 

Senator Lone. Thank you so much. The entire statement of Cap- 
tain Levy will be printed in the record. I regret that Captain Levy 
cannot be with us today, but I will have the privilege of seeing him. 

Thank you very much, Mr. Nutter. 

(The statement referred to follows :) 


STATEMENT OF CAPT. NEVILLE LEvy, PRESIDENT OF INTERNATIONAL HOUSE, NEW 
ORLEANS, LA. 


The international program, spearheaded today by International House was 
formally launched in 1943 when many prominent New Orleans businessmen 
saw the port booming under the artificial stimulus of war. They had seen a 
similar, though smaller, boom during World War I and they knew that unless 
some definite steps were taken, port business would taper off after World War 
II as it had following the first war. 

These businessmen knew that the port was the heartbeat and lifeblood of 
New Orleans. <A survey by local banks showed that approximately 70 percent of 
the money spent in retail trade in New Orleans stemmed, directly or indirectly, 
from port operations. There are 135 steamship companies in New Orleans. The 
salaries of their employees, the wages of stevedores, drayage operations, export 
and import firms, freight forwarders, money put into circulation by the crews 
of visiting ships, supplies purchased—all these and many other factors went 
into those important but little realized statistics. 

This was contrary to popular opinion because much of the local citizenry and 
the world knew only of the other attractions for which New Orleans was famous. 
New Orleans was known to be home of the Mardi Gras, the Spring Fiesta, the 
Sugar Bowl and Bourbon Street. It was a “good time town” and a good conven- 
tion city. Tourists were attracted by the Old World charm of the French 
Quarter and associated it with antique shops, tearooms, charming patios and 
courtyards, and venerated restaurants with world famous cuisine. All of this 
was true, and all of it still exists today—even Bourbon Street—but today our 
sights are not set on these traditional attractions, They were elevated during 
those latter years of World War II and now our community is fully aware of 
the importance of world trade and efficient operation of the Port of New 
Orleans. 

The doors of International House were formally opened in June 1945, thus 
making a reality of a unique venture into international relations at a community 
level. Businessmen arriving in New Orleans to do business were given guest 
membership cards, instantly making available to them the gracious dining 
rooms, lounge, private office space complete with bilingual secretarial service if 
needed, a world trade reference library with a trained research staff and guid- 
ance by experts in foreign trade who also provided trade contacts and informa- 
tion on purchasing, selling, and shipping. 

I think it is important to point out that in the financing of International House 
its founders decided not to seek any Federal financial assistance but to stand on 
their own feet, so to speak. Another factor worth remembering is that tax 
laws are such that membership dues in a nonprofit organization such as Interna- 
tional House are deductible. 

Shortly after International House opened its doors, its leaders created a 
world trade development department, one of four principal departments now 
operating. Within a few years this department became a virtual clearinghouse 
of trade information. It began by writing to chambers of commerce, trade 
organizations, business associations and export-import firms all over the world, 
finding out what items were available in export trade and what items and raw 
materials were desired as imports. As its files developed, the needs of exporters 
and importers all over the world were broken down by countries and commodities. 
This information was passed on to all interested persons who requested it. Thus 
International House began to put exporters in touch with importers, free of any 
See and with the only reward the possibility of cargo moving through New 

rleans. 

The founders modestly set a goal of a top membership of 500 members (2,500 
members now) and retentions of the all time, wartime record business of $700 
million worth of combined exports and imports that passed through New Orleans 
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in 1945. Their dreams and fondest hopes were more than realized. As more and 
more exporters and importers in the Mississippi Valley and abroad, were intro- 
duced to each other by the world trade development department, more and more 
ships began to visit the port of New Orleans. More cargo flowed up and down 
the coffee-colored Mississippi and over the great rail system of the midcontinent 
United States. 

Figures of the U.S. Department of Commerce for fiscal 1960 revealed that the 
value of foreign trade handled by the port rose 19 percent over the preceding 
fiseal year from $1,390,800,000 to $1,649 million. 

International House has never claimed sole credit for this vast increase in 
port business but countless case histories in the world trade development depart- 
ment reveal that it was a major contributor. 

Shortly after International House actually began operations, the same busi- 
ness leaders who founded International House were hard at work planning 
International Trade Mart. This was viewed as a further step in broadening 
the overall international program which included solid and active support from 
the city administration, the Port of New Orleans, the Foreign Trade Zone, the 
chamber of commerce and a host of other civic and business organizations. 

New Orleans is the cheapest and most efficient outlet for goods produced in 
the South and Midwest, and from the farms and factories of these great areas 
are shipped a constant stream of varied products for sale to foreign markets 
through the mart’s exports. It would be hard to find a wider cross section 
of American productivity than exists under this single roof. From bowling 
balls to bulldozers, the best of U.S. manufacturing is available to the foreign 
buyer. 

The leaders of International House and International Trade Mart well know 
how important it is that trade be a two-way street. To continue selling abroad, 
America must reciprocate by buying the products of other nations. Both Inter- 
national House and International Trade Mart are constant advocates of a more 
balanced foreign trade—matching our exports with purchases of foreign goods. 

This policy, combined with the mart’s position at the gateway to the Missis- 
sippi Valley, has made it the busiest import center in the midcontinent. Through 
this phase of the international program, New Orleans has gained greater recog- 
nition as a distribution point for consumer goods—both foreign and domestic. 

Ceramics from Holland, crystal from Bavaria, rugs and linens from Belgium, 
leather products from Cuba, china and toys from Japan, high-fashion apparei 
from France, machinery from Italy and West Germany, British woolens, Dutch 
foodstuffs, Swiss watches, Canadian wood products—these and scores of other 
imported lines can be bought in the mart’s colorful showrooms. 

Returning to International House again, I would like to describe another key 
department. This is the international relations department, a trouble-shooting 
division of International House. Its activities include arranging programs of 
activity for distinguished foreign visitors and visiting groups of foreigners, 
conducting the International House language classes and student program, ar- 
ranging details for International House trade and travel missions, and a multi- 
tude of other services from bilingual babysitters to purchasing a seagoing 
yacht for an Arabian prince. 

To elaborate on some of these activities, International House through its 
international relations department, handles all arrangements for visits to New 
Orleans by heads of state, in this country by invitation of the President of the 
United States. Receptions and state dinners have been held at International 
House for the King and Queen of Greece, Emperor Haile Selassie, President 
Tubman of Liberia, President Castillo Armas of Guatemala, and the late Prime 
Minister of Pakistan—to name but a few. As a direct result of International 
House activities, more and more foreign visitors are asking that New Orleans 
be included in their itineraries. 

International House, formally dedicated to “world peace, trade, and under- 
standing,” is aware that a language barrier between peoples is a barrier to all 
three of these goals. Consequently, under the direction of the international 
relations department, approximately 200 foreign students are studying 4 
major languages in classrooms maintained at International House. 

Soon after the international program was launched, the leaders recognized 
that the young men and women of college age today are the governmental and 
business leaders of tomorrow. Under the international relations department’s 
supervision, International House began a student exchange program which 
proved so successful through the years that International House was requested 
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by the late Secretary of State Cordell Hull and Mrs. Hull to take over active 
administration of the Cordell Hull Foundation for International Education. 
International House entered into a dollar-a-year contract January 20, 1955, and 
the student activities of International House have been fused into expansion 
and administration of the Hull Foundation. International House now seeks to 
build a lasting memorial to Hull in the form of Hull scholars. 

The International House trade and travel missions which are conducted 
periodically to other countries are planned and managed by the international 
relations department. These missions, participated in by members of Inter- 
national House and their wives or other interested persons, allow Americans to 
become better acquainted with the historical, cultural, and economic backgrounds 
of the countries with whom we seek to foster better understanding and better 
trade relations. In turn, many of the countries visited have repaid those visits 
with delegations of their own and their programs of activity are planned by the 
international relations department. To date there have been 41 such missions 
sponsored by International House and the 42d is now being planned. 

This ever-widening program of activities fostering better trade relations and 
better understanding between this country and others began to heap world 
prestige on New Orleans. Countless national magazines carried articles about 
International House and its work. A single article, one which appeared in the 
Reader's Digest in October 1948, brought a virtual flood of letters from export- 
ers and importers all over the world. More than 200,000 letters were received 
from firms wanting to buy or sell products or raw materials. All of this 
information was classified and went into the files of the steadily expanding 
world trade development department of International House. 

One excellent example of public reaction to International House activities 
can be seen in excerpts from remarks by President Dwight D. Eisenhower, who 
said: 

“If there exists a city in the United States which has grasped the significance 
of world trade, that city is New Orleans. International House is a majestic 
and tangible symbol of your understanding. It has become known all over this 
country and abroad as a successful clearinghouse for healthy, two-way inter- 
national trade. To me, it has even greater symbolism. It represents com- 
munity action without Government money—community action arising out of 
private thinking and local planning.”—-Dwight D. Eisenhower (October 1952). 

Another example of this sincere recognition of International House’s work 
is readily seen in excerpts of remarks made by Mayor deLesseps S. Morrison: 

“We know that our international program has been a great contribution in 
this direction. May I say here that this institution (International House), 
Supported entirely by its own membership, has also become an effective civic 
and community center for our own people of New Orleans. The city govern- 
ment works closely and cooperatively with International House in its good 
will missions, its student exchange program, its promotion of export trade in 
the upper Mississippi Valley, and I say without exaggeration the $2 billion 
a year port business of our city is due in large part to the promotional work 
of this fine organization. When you compare the $900 million annual port 
business of 1944 to the $2 billion figure of today—which is surpassed only by 
New York City in our Nation—I believe it can be said that International House 
has done a tremendously effective job of free enterprise promotion for the 
greater good of the world, the State of Louisiana, and the city of New 
Orleans.’”’—Mayor deLesseps S. Morrison. 

Without any lessening of pace in its trade development activities, its trade 
and travel mission program, its student and language activities, International 
House continued to expand its now many faceted program. 

In cooperation with Time-Life International, International House and the 
city of New Orleans staged the historic first Inter-American Investment Con- 
ference. This New Orleans meeting attracted more than a thousand of the 
leading bankers, businessmen, investors, and industrialists of the hemisphere 
for a week-long, shirt-sleeve, grass-roots discussion of ways and means to 
increase the flow of U.S. investment capital to worthy projects in Latin 
America. Latin American delegations presented statements of investment cli- 
mates in their respective countries, along with proposals for which they sought 
investment capital in this country. Over 500 of the leading U.S. businessmen 
and investors learned at firsthand the many opportunities for safe, sound, and 
reasonably profitable investment in Latin America. For months after the con- 
ference, International House carried on the followthrough work that was 
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necessary. The results and benefits of this meeting will be seen in the years 
ahead and will contribute substantially to the economic advancement in Latin 
America. 

I stress again that it is not a selfish program, designed by a few to benefit 
themselves. Proof of this can be seen in the International House board of 
directors and in the business backgrounds of the men who have been at the 
helm since the start of the program. The International House board numbers 
105 men, representing a cross section of the community. This board includes 
heads of universities, hotel operators, newspaper editors and publishers, man- 
agers of department stores, railroad executives, steamship executives, attorneys, 
physicians—a truly representative body of men. 





Senator Lone. I will call as the next witness Mr. Maurice Le 
Breton, export manager of the Equitable Equipment Co., 410 Camp 
Street, New Orleans. 


STATEMENT OF MAURICE LE BRETON, EXPORT MANAGER, 
EQUITABLE EQUIPMENT C0., INC., NEW ORLEANS, LA. 


Mr. LeBreron. Thank you, Senator. It is very nice to see you 
again.’** 

Item 1: The name of our company is Equitable Equipment Co., 
Inc., and we are domiciled at 410 Camp Street, New Orleans, La. 
Capt. Neville Levy, our president, is in Washington and regrets that 
he cannot be with us today. 

Item 2: Our shipbuilding division serves many of the principal 
oil companies, oil contractors, pipeline builders, marine contractors, 
dredging companies, towing companies, and cement companies, both 
domestic and international, and many others encompassing the entire 
marine field, short of oceangoing cargo vessels, tankers, ete. 

Item 2(6): Our air-conditioning division, representing the West- 
inghouse Air Conditioning Corp. for the past 25 years, handles a 
complete line of air-conditioning and refrigeration equipment to 
contractors, distributors, and dealers in Louisiana and Mississippi. 
We have also designed and laid out refrigeration plants in Central 
and South America, as well as shipping air-conditioning, refrigera- 
tion equipment, and water coolers abroad. 

Item 2(¢): Our heavy machinery and equipment lines, as well as 
many different types of steel fabricating and pressure vessels are built 
at our New Orleans’ shops on Elysian Fields Avenue. We have tra- 
ditionally done business in machinery and steel fabricating through- 
out the South, as well as on an international basis. The individual 
foreign shipments and destinations are too numerous to mention in 
this report. 

Item 3: Our company is a prime builder of Equity Standard ma- 
rine products. We have such confidence in the salability of these prod- 
ucts constructed to the high standards of the American Bureau of 
Shipping, that we build on production-line methods and stock many 
different sizes of tugs, crew boats, and barges. We also fabricate 
small Equity derricks, as well as portable steel housing units, which 
are used on shore, or to be placed on barges, or platforms in many 
different types of marine operations. 





ia See exhibit 20, p. 169, for questionnaire outline to which the item numbers in Mr. 
Le Breton’s statement are keyed. 








SMALL BUSINESS EXPORTS AND THE WORLD MARKET 235 


Item 4: As to the size and growth record of our company, we might 
mention that in the past 5 years our sales varied from approximately 
$5 to $8 million, and our employees from approximately 300 to 700, 
averaging in the neighborhood of 500. 

Item 5: The Equitable Equipment Co. will be 40 years old in a 
matter of months. We iieiaaiae handled a wide variety of machin- 
ery and equipment, later going into steel fabricating and still later 
into shipbuilding, as well as air conditioning and refrigeration. A1- 
though our company had done some foreign business prior to the war, 
our expansion into international trade has been primarily in the 15 
years of the postwar period. Our shipbuilding division has accounted 
for the largest part of our foreign sales, but we have at times handled 
many different items of machinery and equipment, air conditioning, 
refrigeration units, and steel fabrication abroad. 

Item 6: The largest part of Equitable’s foreign trade has been 
consummated in Central and South America, as well as the islands of 
the Caribbean area. However, we have done a considerable volume 
of foreign business in Africa, and certain of the Middle East coun- 
tries. In terms of annual business volume, our principal foreign busi- 
ness has been negotiated with the South American countries, and the 
Latin markets represent the highest percentage of our foreign sales. 

Item 7(a): As to the services that we render as manufacturer to 
our foreign clients, we would like to mention that our Equity Standard 
marine products are built to the highest standards of the American 
Bureau of Shipping and the appropriate star A 1 certificate, or letter 
of survey is furnished to the owners upon delivery. This guarantees 
them that the design, construction, and materials used are of the 
highest quality; the vessel under construction has been inspected by 
a representative of the American Bureau of Shipping; that the build- 
ing plans have been approved before construction begins; and that 
the final product is approved prior to delivery. As an additional 
service to our foreign clients, we warehouse certain critical parts for 
our Equity Standard boats, such as spare shafts, wheels, bearings, 
rudders, et cetera. In event of a breakdown of their vessel abroad, 
this enables us to make immediate air express shipment to any part 
of the world, and thereby avoid a costly shutdown of their marine 
uperations. 

Item 7(5): Asa further service to our foreign clients, we have ar- 
ranged many times throughout the years for contracting an ocean- 
going tug to pick up marine equipment delivered to the port of New 
Orleans, and/or any other southern port. We also arranged for 
floating cranes to load any bulky equipment, and this frequently in- 
cludes loading one barge, or tug, or crew boat, or a multiple of such 
units on board the base carrier. This is generally a deck cargo barge, 
but has in many instances been various types of barges such as derrick, 
petroleum, spud, et cetera. We then lash and seal this cargo in such 
a manner as to adequately prepare it for sea tow in keeping with the 
recommendation of the attending marine surveyor representing the 
insurance underwriters. In many instances we secure appropriate 
marine and war-risk insurance, as well as handling the U.S. Maritime 
Administration clearance of the vessels. U.S. Customs clearance, 
foreign consulate documentation and many other details too numerous 
to mention. 
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Item 8(a): As to problems encountered in foreign trading activ- 
ities, we would like to mention that after a meeting of the minds has 
been reached between seller and buyer, and the contractual details 
agreed upon, the next most important step is to secure appropriate 
and mutually acceptable financing. In this field, we believe that the 
Export-Import Bank of Washington has just taken a highly note- 
worthy step in the right direction by creating their political “risk guar- 
antees, as well as short term and intermediate comprehensive financing 
in conjunction with the exporters bank and/or a similar guarantee 
from the importers bank, or the national bank of the importing 
country. 

Item 8(5): A knowledge of the language and the customs of the 
countries with whom you are doing business, as well as a thorough 
orientation in the documents, and particularly the documents neces- 
sary to do business in the foreign field, such as import licenses, 
exchange permits, consular invoices, etc., are most helpful. Frequent 
visits to the principal countries, to whom you are shipping, are very 
beneficial, and a close association with the local consular oftic lals, as 
well as local banking foreign departments eliminate many a mishap. 

Item 9: In our opinion, the present Federal laws and national 
trade policies are very effective. We believe that President Eisen- 
hower’s expanded export trade policy is being implemented to the 
welfare of the entire country, and everyone must ultimately benefit 
therefrom. International trade is a two-way street, and the en- 
couragement of free trade by reciprocal tariff policies and liberaliza- 
tion of our own tariff laws is the best manner to create international 
peace, trade, and understanding. 

Item 10: Our best advice to small American manufacturers who 
wish to go into exporting, is to contract with, or employ a person 
or persons who are thoroughly familiar with foreign financing, world 
markets, methods of shipment, as well as knowledge of the language 
and customs of the countries, in which they intend to concentrate 
their efforts. In many instances, it is also very helpful to have a 
foreign representative, and particularly one who is widely known 
and respected by the businessmen and government of that country. 
A good ocean freight forwarder can handle domestic shipments, as 
well as export bookings, clearance at port of shipment, foreign consu- 
lar documents and whatever details may be necessary in effecting final 
delivery. 

Addendum to Item 9: 

In our opinion, whenever foreign sales, to either individuals or 
agencies of foreign government, fall under the enactments of the 
Walsh-Healey, or Bacon-Davis Acts. This is a mistake and should 
be changed accordingly. We do not feel that the aforementioned laws 
should govern foreign sales in any manner, shape, or form, as they 
are a very definite obstacle to the small businessman doing business 
abroad. 

Senator Lone. You say here in item 10 (above) : 

Our best advice to small American manufacturers who wish to go into ex- 
porting is to contract with, or employ persons who are thoroughly familiar 
with foreign financing, world markets, methods of shipment, as well as knowl- 


edge of the language and customs of those countries in which they intend to 
concentrate their efforts. 
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In view of the fact that Capt. Neville Levy of your firm is 
president of International House at New Orleans, you believe that 
a good starting point would be to write International House, I take 
it ¢ 

Mr. Le Breron. Yes, indeed. They have very excellent informa- 
tion, probably the finest comprehensive library on foreign trade in 
the United States, if not the world. 

Senator Lone. And that is a group of businessmen at New Orleans 
who joined together to set up an organization and a meeting place, 
which is a very fine meeting place, with good food, incidentally, 
where people can talk under ‘agreeable circumstances. I think they 
particularly concentrate on Central and South American trade, do 
they not ? 

Mr. Le Breron. Yes. International House is a nonprofit organi- 
zation founded by some of our best businessmen in the city of New 
Orleans, to promote the facilities of the port of New Orleans in in- 
ternational commerce, and in line with their motto, to promote world 
peace, trade and understanding. 

Senator Lone. And it has been very successful. 

Mr. Le Breton. Yes, I think tremendously successful. 

Mr. Purnam. Mr. Chairman, at our hearing in New York, on 
November 17, Secretary Fisk of the Commerce Department, com- 
mented that one of our problems is that American manufacturers 
will not adapt their line for foreign use. And I am thinking of re- 
frigerators. It seems to us that South America has a tremendous 
need for home refrigeration, and you represent one of the largest 
makers. Is this a problem that you have encountered ? 

Mr. Le Breron. No. I am happy to say we have been able to 
adapt ourselves. 

Mr. Putman. Do you have a box for export which is a stripped 
down basic box without all the fancy, extra, expensive gadgets? 

Mr. Le Breron. Yes, that is correct. And in the refrigeration 
field, we have been able to modify the refrigeration equipment to the 
necessary current restrictions which are sometimes a little different 
than in this country. 

Senator Lone. Thank you very much, Mr. Le Breton. 

Mr. Le Breton. Thank you, Senator. It was a pleasure to be 
here. 

Senator Lone. I will next call Mr. P. B. Lusk, president of Lusk 
Shipping Co. 


STATEMENT OF L. B. LUSK, PRESIDENT, LUSK SHIPPING C0., INC., 
EXPORT FREIGHT BROKERS AND FORWARDING AGENTS, NEW 
ORLEANS, LA. 


Mr. Lusk. Thank you, Senator. 

Senator Lona. We are glad to have you here today, Mr. Lusk. 

Mr. Lusk. It won’t take me more than about 8 minutes to give 
my statement. 

‘We are export-import forwarding agents and have been established 
in New Orleans for the past 34 years. We represent several hundred 
export companies both large and small throughout the United States, 
as well as other parts of the world. 
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We forward shipments to all countries and are familiar with vari- 
ous regulations of each and every country. We do not buy or sell, 
we merely act for shippers, handling the details of forwarding and 
checking letters of credit and bank documents for our clients when 
necessary. 

I sincerely appreciate this opportunity to have the privilege to ap- 
pear before your committee and congratulate you on the work you 
are doing to promote and expand additional export business. We 
believe it is wise to encourage the smaller firms as much as possible 
to enter the export field and we have followed this procedure for 
many years. We are pleased indeed to furnish you a few examples. 

I was on a hunting trip with my brother in the small town of 
Maben, Miss., and was introduced to the manager of the Monte Glove 
Co. there. This company manufactures both canvas and kid gloves. 
T talked with him in reference to entering the export field and he was 
interested. When I returned to New Orleans, I furnished him 
names of numerous firms in Latin America interested in purchasing 
gloves, and I am pleased to advise that recently they received some 
orders from Latin America; some to move by air and by steamer. 
In his negotiations with these customers, we were always available 
to him for advices as to terms of payments and the regulations he 
must follow. I might mention this special service was done without 
any charge to this company. 

Our vice president, Mr. Flower, was on a business trip to Oklahoma 
and called on Acme Engineering Co. of Muskogee, Okla., and they 
had just received an order from Scandinavia, with a confirmed letter 
of credit. They were not familiar with export business and were 
on the point of refusing the order, but Mr. Flower assured them that 
we would handle the shipment smoothly, and after some persuasion 
they finally agreed. After this shipment cleared and they received 
payment for same, they were so well pleased that they accepted all 
further export orders and also advised they would endeavor to re- 
activate some orders which they previously refused. Since that time, 
this firm, Acme Engineering Co., has received orders from United 
Kingdom, North and South Africa, New Zealand, and Puerto Rico. 
They also are working on business to other countries. We could 
name other instances similar to the above. 

Some of our clients are rather active, but most of them state they 
are having considerable difficulty in meeting competition abroad, 
and we believe this is caused especially by the high labor and tax 
costs in this country. There is a considerable amount of featherbed- 
ding among the laborers which has increased costs. Featherbedding 
is well known among the railroads, as well as other industries. For 
example, the Illinois Central’s train, the Panama Limited operates 
from New Orleans to Chicago and changes crews six times en route. 
The L. & A. Railroad running trains from New Orleans to Alex- 
andria, La., taking 5 hours, have to pay their crews for 2 days’ work. 
The grain elevator at New Orleans loading grain into steamers, at 
one time furnished 12 men in the hold of the ship for trimming of 
the grain; the union finally agreed to 10 men. We have information 
that only four men are needed : therefore, steamship lines are bearing 
the cost of labor of six additional men. 
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In the past few years there has been a tendency among the large 
companies in the United States to build plants in foreign countries 
on account of cheaper labor and lower taxes and in many cases they 
are filling their export orders from these plants which naturally 
helps the foreign countries and deprives the labor, transportation, 
and other interests in our country of receiving these benefits. 

We have information that there are over 3,000 U.S. firms that have 
plants in foreign lands and their investments abroad now exceed 
$30 billion and while one cannot blame them for this action, it ap- 
parently is bringing about a problem of unemployment and putting 
a strain on the dollar. 

Just recently there appeared in the news an article in reference to 
President E sisenhow er signing an order for the return of American 
servicemen’s wives from “Europe, saving about $300 million a year, 
and on top of that, Ford Motor Co. announced they were buying $305 
million worth of stock in a subsidiary in England. General Motors 
is also investing about $300 million which more than offsets Presi- 
dent Eisenhower’s savings. 

Of course there is a brighter side to the picture. The exporters 
in 1960 have shown some increase over 1959 and we find that many 
of the firms in the United States are giving a great deal of atten- 
tion to their exports and send representatives to pay frequent visits 
to foreign countries calling on their regular customers as well as 
prospective customers. 

In addition to the above, we believe many of the U.S. firms make 
superior products compared with those products of other countries. 

Bait of the foreign countries are lifting their trade restrictions, 
especially Japan, and, in addition, the rising standard of living 
throughout many parts of the world will assist the United States in 
selling more consumer goods, 

We urge the committee to continue their efforts to persuade ex- 
porters, both large and small, to take more interest in foreign markets 
and keep them posted on export opportunities, also the efforts of 
such firms as ours and the steamship agents, as well as the Interna- 
tional House, who assist them in developing export trade. I also 
suggest that you make a study for the reasons of the ever increasing 
costs to the American exporter. 

Senator Lone. Thank you very much, sir. That is a very good 
statement, very clear. 

I have no questions. 

Senator Ranpoiren. I have no questions. 

Mr. Lusk. Thank you. 

Senator Lone. Next we will hear from Mr. Edwin A. Leland, 
Jr., executive secretary, Louisiana-Mississippi Regional Export Ex- 
pansion Committee. 

Mr. Warts. Mr. Chairman, may I acknowledge how helpful Mr. 
Leland has been in preparing these hearings. 
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STATEMENT OF EDWIN A. LELAND, JR., EXECUTIVE SECRETARY, 
LOUISIANA-MISSISSIPPI REGIONAL EXPORT EXPANSION COM- 
MITTEE, AND FIELD OFFICE MANAGER, U.S. DEPARTMENT OF 
COMMERCE, NEW ORLEANS, LA. 


Mr. Letanp. I will be very brief. I am representing Capt. Neville 
Levy. I am representing him in the Mississippi Regional Export 
Expansion Committee, of which he is chairman. 

Two other distinguished Orleanians are represented on that com- 
mittee—Mr. William Zetmann and Mr. Harry S. Kelly. 

The committee, composed of prominent businessmen from Louisiana 
and Mississippi, have had several meetings, and the most concrete 
thing to come out of this program has been to set up a series of export 
clinics. One was held in Jackson, Miss., about 2 months ago, and 
another in Baton Rouge, La., about a month ago. An attempt was 
made to encourage small businessmen, who have not yet thought of 
exporting, to attend this clinic. It was an all-day clinic in both 
cases. We had a freight forwarder, a banker, a packer, and other 
components of foreign trade. We plan for one for New Orleans 
on February 1, 1961, and copies of the tentative program are available. 

We also have invitations from Shreveport, Monroe, and possibly 
Lafayette. One also from Gulfport. 

I think that is about all. 

Senator Lone. I would like to put in the record the agenda and 
the program you have planned, which indicates how you expect to 
advance this clinic, to explain to businessmen how they can get 
more trade. 

(The documents referred to follow :) 


EXHIBIT 26 


TENTATIVE PROGRAM (AS OF DECEMBER 7, 1960) THE LOUISIANA-MISSISSIPPI 
REGIONAL Export EXPANSION COMMITTEE PRESENTS NEW ORLEANS AREA CON- 
FERENCE ON EXPORTS 

Wednesday, February 1, 1961 


Monteleone Hotel, Queen Anne Room, sessions ; Century Room, lunch 
Sponsored by the Export Managers’ Club of New Orleans 
In cooperation with 


Board of Commissioners, Port of New Orleans. 

Chamber of Commerce of the New Orleans Area. 
Forwarding Agents and Foreign Freight Brokers Association of New Orleans. 
Louisiana Department of Commerce and Industry. 
Louisiana Manufacturers Association. 

International House. 

International Trade Mart. 

New Orleans Board of Trade. 

New Orleans Steamship Association. 

Propeller Club of the United States, Port of New Orleans. 
The Traffic Club of New Orleans. 

New Orleans field office, U.S. Department of Commerce. 


REGISTRATION AND LUNCHEON $3.50 PER PERSON 


10-10 :45 a.m. Registration: Queen Anne Room (coffee to be served). 
10:45 a.m. Welcome and purpose of clinic: Queen Anne Room. Capt. Neville 
Levy, chairman, Louisiana-Mississippi Regional Export Expansion Committee. 
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11 a.m. “Opportunities in the Export Field for Small Manufacturers.” Ford S. 
Lacey, executive vice president, Louisiana Manufacturers Association. 

11:15 a.m. “The Role of the Banker in Foreign Trade.” Emile W. Amardeil, 
vice president, Whitney National Bank of New Orleans. 

11:30 a.m. “The Role of the Freight Forwarder in Foreign Trade.” T. R. Sped- 
den, president, Forwarding Agents and Foreign Freight Forwarders Associa- 
tion of New Orleans. 

11:45 a.m. Intermission. 

12 Noon Luncheon: Century Room. Chairman: Al Alicé, president, Export 

Managers’ Club of New Orleans. Speakers: Capt. John W. Clark, president 

Mississippi Shipping Co. (topic to be announced). W. J. Amoss, director of 

the port, Board of Commissioners, Port of New Orleans. 

:30 p.m. Intermission. Awarding of attendance prizes: Queen Anne Room. 

:45 p.m. “Locating Oversea Markets” (panel discussion). Moderator: Edwin 

A. Leland, Jr., executive secretary, and field office manager, New Orleans field 

office, U.S. Department of Commerce. 


min 


PANEL 


Clay Shaw, managing director, International Trade Mart, New Orleans, La. 

Paul L. Vogel, director, World Trade Development Department, International 
House, New Orleans, La. 

Gilbert H. Vorhoff, president, Hemisphere International Corp., New Orleans, La. 

Al Alicé, foreign trade director, Louisiana Department of Commerce and In- 
dustry. 

Representative of U.S. Department of Commerce, Washington, D.C. 


ARRANGEMENTS AND RECEPTION COMMITTEE 


George Morris, sales manager, New Orleans office, Pan American World Air- 
ways, chairman. 

Gilbert M. Mellin, assistant vice president, Whitney National Bank of New 
Orleans. 

Ed Sporl, manager, southern division, United Fruit Co., New Orleans. 

Capt. C. L. Spicer, president, Propeller Club of the United States, Port of New 
Orleans. 

C. Henry Hiern, owner, New Orleans Port Service Co. 

Earl N. Walker, Jr., traffic assistant, Freeport Sulphur Co. 


ATTENDANCE COMMITTEE 


Philip A. Webb, Jr. (chairman) Foreign Commerce Committee, Chamber of 
Commerce of che New Orleans Area, chairman, 

Frank G. Strachan, past president, New Orleans Steamship Association. 

Harold Scherer, past president, New Orleans Board of Trade. 

Capt. William Ayers, president, Ayers Steamship Co. 

Justin Green, branch manager, New Orleans office, Small Business Administra- 
tion. 


Andres N. Horcasitas, Jr., manager, Foreign Department, Chamber of Commerce 
of the New Orleans Area. 


U.S. Department of Commerce Exhibit: “The New Age of Exporting.” 


EXHIBIT 27 
OFFICE OF FIELD SERVICES U.S. DEPARTMENT OF COMMERCE, 
1508 MASONIC TEMPLE BUILDING, NEW ORLEANS, LA. 


Express 2411 
Extension 6117 
August, 1960. 
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LOUISIANA-MISSISSIPPI REGIONAL EXPORT EXPANSION COMMITTEE 


Capt. Neville Levy (chairman), president, Equitable Equipment Co., 410 Camp 
Street, New Orleans, La. 

James C. Bolton, chairman, Rapides Bank & Trust Co., Post Office Box 31, 
Alexandria, La. 

R. H. Busby, executive vice president, McComb Manufacturing Co., 21st and 
Broadway, McComb, Miss. 

Boyd Campbell, president, Mississippi School Supply Co., 116 South Street, 
Jackson, Miss. 

John F. Dezauche, Jr., vice president, Dezauche & Son, Inc., 305 Railroad Avenue, 
Opelousas, La. 

I. Horowitz, president, Universal Manufacturing Co., Bossier City, La. 

Harry X. Kelly, chairman, executive committee, Mississippi Shipping Co., 1300 
Hibernia Bank Building, New Orleans, La. 

Walter S. McIlhenny, president, the McIlhenny Co., Avery Island, La. 

Dumas Milner, Milner Enterprises, Post Office Box 84, Jackson, Miss. 

I. W. “Pat” Patterson, director, Department of Commerce and Industry, State 
of Louisiana, capitol annex, Baton Rouge, La. 

Samuel M. Richard, president, Gulf National Bank of Lake Charles, Lake 
Charles, La. 

William G. Zetzmann, chairman, board of directors, Zetz 7-Up Bottling Co., Inc., 
1400 Montegut Street, New Orleans, La. 

Edwin A. Leland, Jr., executive secretary, field office manager, U.S. Department 
of Commerce, 1508 Masonic Temple Building, New Orleans, La. 


Senator Lona. I understand the date for your meeting is February 
1, 1961. 

Mr. Letanp. That is right. 

Senator Lone. You think you can teach them quite a bit that they 
might not know about finding export markets / 

Mr. Letanp. Yes, we do. Through the courtesy of Mr. Zetzmann, 
we have a list of small manufacturers. We are going to invite them, 
or entice them, to listen to this program. And, after that, from our 
office, we may send out a business analyst to further counsel them. 
We also encourage people to come into our office. 

Incidentally, some of the folks here in the audience have been in 
our office to receive counsel. 

Senator Ranpotrew. Mr. Leland, I noticed that you mentioned the 
participation of college students. Did I catch that, or was I wrong? 

Mr. Letanp. It may be in the record, but actually we have not 
emphasized college students. Frankly, this is a very practical type 
of clinic. We have tried to get the people in business. We have 
some interesting success stories, one of which we quote in our report. 
Five years ago a man borrowed $700 on his automobile, and today 
he is grossing an export business of half a million dollars a year. 
This is a New Orleans firm. I think he may testify this afternoon. 

Senator Ranpo.ten. Thank you. 

Senator Lone. Thank you very much, Mr. Leland. 
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(The prepared statement of Capt. Neville Levy, chairman, Loui- 
siana-Mississippi Regional Export Expansion Committee, is as fol- 
lows) : 


STATEMENT OF CAPT. NEVILLE Levy, CHAIRMAN, LOUISIANA-MISSISSIPPI REGIONAL 
Export ExPANSION COMMITTEE 


U. S. DEPARTMENT OF COMMERCE, 
FIELD SERVICES, 
New Orleans, La., November 30, 1960. 
Senator JOHN SPARKMAN, 
Chairman, U.S. Senate Select Committee on Small Business, 
Washington, D.C. 


DEAR SENATOR SPARKMAN: As part of a national program for the expansion of 
U.S. exports, a Louisiana-Mississippi Regional Export Expansion Committee, 
consisting of 12 businessmen, was formed during the early part of May 1960. 
I was named chairman of the advisory group by the Secretary of Commerce, 
the Honorable Frederick H. Mueller, and Edwin A. Leland, Jr., U.S. Department 
of Commerce field office manager in New Orleans, was appointed executive 
secretary. 

Louisiana nominees on the Louisiana-Mississippi Regional Committee include 
William G. Zetzmann, board chairman of the Zetz 7-Up Bottling Co., and Harry 
X. Kelly, executive committee chairman of the Mississippi Shipping Co., both of 
New Orleans; Walter S. McIlhenny of Avery Island, president of the McIlhenny 
Co.; James C. Bolton, of Alexandria, chairman of the Rapides Bank & Trust 
Co.; John F. Dezauche, Jr., of Opelousas, president of Dezauche & Son, Inc.; 
Isidore Horowitz, of Bossier City, president of Universal Manufacturing Co.; 
and Samuel M. Richard, president, Gulf National Bank of Lake Charles. 

Nominees from Mississippi are Dumas Milner, Milner Enterprises, and Boyd 
Campbell, president of the Mississippi School Supply Co., both of Jackson; and 
R. H. Busby of McComb, executive vice president of the McComb Manufac- 
turing Co. 

The objective of the national and regional committees, in brief, is to organize 
business to stimulate and encourage expansion of sales abroad. Our own REEC 
endeavors to reach the largest number of business firms with a view toward 
encouraging those not in the export field to consider entering it; and to urge those 
already in it to expand their existing markets by studying the numerous oppor- 
tunities available to them. Our members effectively reach other businessmen 
through trade associations, chambers of commerce, and other organizations of 
business people. They give particular emphasis to the small businessmen who 
perhaps has not considered entering the export field. 

In order to carry out the objectives of the program to expand exports, as chair- 
man of the Louisiana-Mississippi REEC, I worked with the executive secretary 
to call the initial meeting of the members at International House, New Orleans, 
on June 17, 1960. This meeting allowed the various members to gain a deeper 
insight into the necessity and value of the export drive, and they left with a 
determination and realization of the important objectives and a desire to cooper- 
ate to the fullest extent. 

Perhaps the most important suggestion to be resolved upon at this initial 
meeting was the need that a traveling export clinic be formed, staffed with ex- 
perts in the field of foreign banking, freight forwarding, transportation, Gov- 
ernment regulations, ete. It would operate as a pilot meeting site in Jackson, 
Miss., and later be sent to other cities in Louisiana. 

Accordingly, on Tuesday, August 23, a Mississippi foreign trade conference 
on exports was held at the King Edward Hotel, Jackson, Miss. Under the 
direction of our own REEC members, Messrs. Boyd Campbell and Dumas Milner, 
the following agencies acted as cosponsors for the conference: 

Jackson Chamber of Commerce. 

Mississippi Manufacturers Association. 

Mississippi Economic Council-State Chamber of Commerce. 
Mississippi Agrictultural and Industrial Board. 

An outstanding panel of experts explained the many facets of foreign trading 
to a group of approximately 100 manufacturers, bankers, and potential exporters 
who attended. The program evoked a great deal of attention in Jackson, Miss.. 
and the surrounding area. Individuals who requested more detailed information 
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on exporting were able to consult personally with one of the foreign trade 
business analysts in the New Orleans field office of the Department of Commerce 
who visited the territory shortly after the conference, and the same office con- 
tinues to service inquiries from many firms desiring to enter or expand their 
foreign sales. 

A second export clinic was held in Baton Rouge, La., on October 27, 1960. This 
Baton Rouge area conference on exports was attended by 92 manufacturers, 
businessmen, and others interested in the potentials of exporting. Cooperative 
agencies sponsoring the conference were Baton Rouge Chamber of Commerce in 
cooperation with Louisiana Manufacturers Association, Louisiana Department 
of Commerce and Industry, and New Orleans field office, U.S. Department of 
Commerce. 

Our REEC member, Mr. I. W. “Pat” Patterson, executive director of the 
Louisiana Department of Commerce and Industry, lent his full support to the 
endeavor, and was the luncheon speaker for the occasion. The conference was 
a stimulating one and had for its theme, “Locating Oversea Markets.” The 
panelists were outstanding persons in the foreign trade field. 

Since the conference, the New Orleans field office of the Department of Com- 
merce continues to receive letters and calls from persons and firms who had 
either attended, or had seen publicity regarding the clinic. That office is serv- 
icing these and has also sent one of their foreign trade analysts into the Baton 
Rouge area to consult with individuals who required more detailed explanation 
of the problems of exporting. 

Our REEC and cooperating groups have been so successful in staging export 
conferences, such as those described above, that we are now planning one of 
our largest to be held in New Orleans, La., on February 1, 1961. Preliminary 
plans are also being laid to hold others in the immediate future in Shreveport 
and Lafayette, La. The theme of all of these area conferences center on the 
subject, ‘How To Enter or Expand Export Business.” 

In the aforementioned, we have dwelt primarily upon th export conferences 
which we have held in connection with the expansion program, since we have 
been greatly impressed with this method of inculcating an awareness of the 
objective. It is by no means intended to imply that these are the only avenues 
we have taken to alert and assist the potential foreign traders in our area. To 
cite a few: 

Press releases on objectives and aims of the Louisiana-Mississippi REEC have 
been published in leading newspapers throughout the States of Louisiana and 
Mississippi. 

Several of our Washington officials, experts in the field of foreign trade, have 
addressed meetings, such as the Export Managers Club of New Orleans: the 
Jackson, Miss., foreign trade conference; the Baton Rouge area conference on 
exports, and the Propeller Club of the United States, port of New Orleans. 

The chairman of the World Trade Development Committee of International 
House—a group of some 20 leading representatives of foreign trade circles in 
this city—sponsored the national export expansion program as a project of 
primary importance for the year. I am presently serving as president of Inter- 
national House in New Orleans. 

Members of the Louisiana-Mississippi REEC have compiled lists of potential 
manufacturer-exporters in their areas: cooperating groups have shown films, 
sponsored lectures, and mailed literature to arouse an awareness of export 
possibilities. 

It is encouraging to know that the combined efforts of all of us concerned with 
the export-expansion program bear fruit in the success of business firms who 
have either just entered the export field or have expanded their oversea trade. 
The New Orleans field office of the Department of Commerce records show recent 
examples of American business firms making good in the export field. Here 
are some excerpts : 

“T wish to congratulate you on your recent export expansion clinic held here 
at Jackson, Miss. I believe the attendance surpassed everyone’s predictions and 
represented a good cross section of our commercial community. You will be 
pleased to note that I am now working with two Mississippi firms and attempting 
to develop outlets for their products in the German market. I believe that your 
meetings and good efforts stimulated these two Mississippi firms to believe that 
a profitable and large market might exist for their products in Europe.” 
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“You will be interested to know about some business that has developed as a 
result of a trade lead appearing in the * * * issue of Foreign Commerce Weekly 
which indicated that a firm in (country) was interested in purchasing paraffin 
wax. We contacted the firm and shortly thereafter received the first order. We 
are now pleased to advise that we have received a second repeat order and there 
are very good prospects for future business.” 

It is a pleasure to send you this report of the efforts of the Louisiana-Missis- 
sippi Regional Export Expansion Committee. I wish to express also the apprecia- 
tion of the committee to Mr. Edwin A. Leland, Jr., manager of the New Orleans 
field office of the Department of Commerce, and his competent staff for the 
unstinting cooperation they have rendered. I hope that the committee has in a 
measure assisted in the national economic effort to correct our present balance- 
of-payments situation. Our area, as you know, is of strategic economic im- 
portance since it is the gateway to the Mississippi River system. 

We pledge our support to continue to assist more small business firms in 
profitable export and thus contribute to the economic well-being of the national 
economy. 


Respectfully submitted. 


Capt. NEVILLE LEvy, 
Chairman, Louisiana-Mississippi Regional Export Expansion Committee, 
President, Equitable Equipment Co. 


Senator Lone. As a final witness for this morning’s session, we will 
call Mr. Kenneth J. Plunkett, of New Orleans Metal Co. 


STATEMENT OF KENNETH J. PLUNKETT, NEW ORLEANS METAL 
CO., INC., NEW ORLEANS, LA. 


Mr. Piunkerr. Mr. Chairman, we have been in the waste paper 
and wiping cloth business for approximately 27 years. Up to just 
recently, 1 would say within the last year and a half or 2 years, we 
had never done any form of exporting, and we knew nothing what- 
ever about exporting. 

Well, business gradually seemed to decline—our domestic markets 
decreased somewhat and prices went down. So the head of our firm 
suggested that possibly we could develop an export market. 

Well, we had two suggestions on that, of how to go about getting 
into exporting. The first was to contact the Commerce Department, 
and the other was to contact foreign consuls. We were primarily 
interested in getting the addresses of pulp and paper mills all over 
the world. Foreign consuls couldn’t help us at all on that. We went 
to the Commerce Department and got the names and addresses of the 
mills all over the world. 

We sent out letters, got credit reports on these firms, subscribed 
to trade missions, got agency reports. And within slightly over a 
year and a half we have been able to increase the volume of our 
business about 30 percent. We are very optimistic about our ex- 
porting. We see no reason why it should not continue to increase. 

One of our main problems is getting adequate statistical informa- 
tion, or getting adequate information on what is going on in exports— 
I mean we, as a small firm, do not have a large staff to find out these 
facts. Now we had this agency report for Japan. They wrote us 
several pages, giving us what the market was for the last year and a 
half—who was importing, why they were importing from certain 
countries, and that type of information, which is very, very valuable 
to us. And any time we can get information, for instance, if we 
could get organized statistical information whereby we would—say 
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we are shipping to some countries in east Africa. If we could get 
statistics every month of what they are importing, we would know 
what our foreign competitors are doing somewhat. 

Now the only other thing is assurance that we would get our 
money when we sell to someone. 

Now maybe the Government could send a form of commercial 
insurance guarantee. It wouldn’t necessarily have to be for the 
entire amount—but for a percentage, where we could efficiently guar- 
antee that we would receive our money. Then I think we would 
expand quite a bit more. 

enator Lone. You have heard the testimony here today about 
the kind of insurance available through private and Federal sources? 

Mr. PiunKerr. Yes. 

Mr. Purnam. Mr. Chairman—have you tried a private source 
and failed ? 

Mr. Pirunxerr. We have just gotten into that somewhat, but it 
seems to be very new. And we have not been able to get all the 
information we need on this yet. 

Senator Lone. So your experience in your business is that there is 
a market there, and there is business to be done, if you can find 
where it is. What you are looking for is information? 

Mr. Prunxert. That is right. 

Senator Lone. And you are also interested in this guarantee pro- 
gram you have heard discussed today ? 

Mr. Prunxerr. That is right. 

Senator Ranpotpeu. Senator Long, Mr. Plunkett mentioned that 
the consulates in our State Department apparently seemed 
reluctant 

Mr. Piunxetr. Let me clarify—the foreign consulates in the dif- 
ferent foreign countries. It is not our consulates. 

Senator Ranpotpu. I thank you for that clarification. 

Mr. PiunKerr. We have had good reports from our consulates. 

Senator Lone. You feel the foreign consulates you contact here 
in New Orleans can’t give you the information you hoped to get about 
their countries ? 

Mr. Piunxertt. That is right. Whereas we got quite a bit of as- 
sistance from the New Orleans field office. 

Senator Ranpotex. To what do you attribute this reluctance. 

Mr. Piunk«etrt. I called one and he said, “Our commerce depart- 
ment was supposed to help us develop business”—that they were 
looking to try to promote exports to this country, rather than imports 
from this country. 

Senator Lone. We are not trying to embarrass anyone. I would 
just as soon not have the name of the consulate involved. But doesn’t 
the thought occur to you that that fellow might be a little bit lazy, 
and doesn’t want to be bothered ? 

Mr. Puounxetrt. Yes,sir; that is possible. 

Senator Lone. Because that is part of the thing he is supposed to 
be doing. Foreign consuls are supposed to help you get in touch 
with people in his country, just as he is supposed to get in touch with 
people in this country. 

Mr. Warts. Mr. Plunkett, you are certainly at liberty not to answer 
this if you don’t want to, but it would be meaningful, I think, in 
terms of judging this 30 percent of your sales that have gone into 
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exporting with an export program that is only about a year old, if 
we knew what your total sales were. 

Mr. Piunkerr. Well, we are running—domestic sales—roughly 
about $30,000 a month, and we are running $10,000, $15,000, in exports. 

Mr. Warts. So the percentage has even gone above 30 ? 

Mr. Ptunxerr. Yes, it has jumped. 

Mr. Warts. This is a 27-year-old firm, with only a 1-year-old export 
department ? 

Mr. Piunxerr. A year and a half this past November. 

Mr. Warts. Your new foreign markets, which you have developed 
within the past year, you have done primarily through the U.S. De- 
partment of Commerce by writing letters to contacts furnished by 
the department ? 

Mr. Piunketr. That is mainly how we got started. We sent out 
several hundred letters, and we got our first contact which was pretty 
good. We felt that it was worthwhile getting into the export business. 
We got very good contact through one of the trade missions, And 
the agency reports, I think they are very good. We have gotten 
other contacts from different places. It is coming along very nicely. 

Mr. Warts. Are you using an export manager, or handling all 
these sales yourself, with only the assistance of the freight forwarder? 

Mr. PLrunxetr. We have two freight forwarders. I am more or 
less the export department. 

Mr. Warts. You are your company’s export department ? 

Mr. Piunxetr. Yes, sir. 

Mr. Warts. Thank you very much, Mr. Chairman. 

Senator Lone. We thank you, sir. Your prepared statement will 
be included in the record here. 

(The prepared statement referred to follows :) 


PREPARED STATEMENT OF KENNETH J. PLUNKETT, NEW ORLEANS METAL Co., INC., 
NEw ORLEANS, LA. 
DECEMBER 1, 1960. 
Mr. RayMonpD D. Watts, 
Counsel, U.S. Senate, Select Committee on Small Business, 
Washington, D.C. 


Dear Mr. Watts: Our firm has for some 27 years been engaged in the paper 
stock and wiping cloth business. In early 1959 the head of our firm decided that 
since our domestic markets were declining in demand and dollar value we should 
explore the possibilities of new markets through exporting. I was designated 
the task of starting this new venture. My first directive was to contact the 
various foreign consulates in our area and the Commerce Department. 

After doing so I found out that the foreign consulates did not have the ade- 
quate information and, for the most part, they did not have a desire to furnish 
the information that was necessary. On my visit to the New Orleans field 
office of the U.S. Department of Commerce, however, I was able to get the 
necessary information to start, such as the names and addresses of pulp and 
paper mills all over the world. We received further assistance through trade 
missions, advertisements in the Foreign Commerce Weekly, agency reports, credit 
reports, and statistical reports. With this help we have been able to develop 
a new department in our business that is currently shipping about 30 percent 
of our total volume. We feel that this department is very essential to the 
future growth of our firm. 

If it would be possible to obtain periodic import statistics and partial insurance 
of credit extended to foreign firms we believe this would, in addition to the 
help that already exists, assist those desirous of getting into the export 
business. 

With kindest regards, we remain, 

Very truly yours, 
KENNETH J. PLUNKETT. 
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Senator Lone. That concludes the morning session, I believe. 
The committee will meet here again at 2 p.m. 
(Whereupon, at 12:35 p.m., the committee recessed, to reconvene 
at 2 p.m. the same day.) 
AFTERNOON SESSION 


Senator Lone. The committee will be in order. 

I would like to say that both Senator Bible and Senator Javits had 
hoped to be here today, but at the last minute they had to remain in 
Washington. 

For our first witness this afternoon we will hear from Mr. W. J. 
Amoss. 


STATEMENT OF W. J. AMOSS, DIRECTOR OF THE PORT OF NEW 
ORLEANS, NEW ORLEANS, LA. 


Mr. Amoss. I might identify myself by saying I am W. J. Amoss, 
director of the Port of New Orleans, which is an agency of the State 
of Louisiana, directed by the Board of Commissioners of the Port of 
New Orleans. 

This board is responsible for the administration and development 
of the port, which at least in our opinion is a major and progressive 
port of the United States, and the record will so show. 

Our board is vitally interested in the expansion, of course, of the 
U.S. foreign trade, both export and import. It is one of the board’s 
major functions to promote such expansion and development under 
the basic law of the State. Therefore, we certainly wholeheartedly 
support the purposes and aims of the Committee on Small Business 
of the U.S. Senate, which are designed to find and develop export 
markets for U.S. products, and to encourage small U.S. business firms, 
not now engaged in foreign trade, to take advantage of such export 
markets. 

We would like to suggest that the Committee on Small Business 
might plan and conduct a series of foreign trade clinics in the interior 
of the country, particularly in predominantly industrial areas, where 
there are seaheuleibe large numbers of relatively small business con- 
cerns who do not have available to them any ready reservoir of know]- 
edge on the techniques of foreign trade. 

It is our belief that there are many such firms who would welcome 
an opportunity to increase their profits through trade abroad, but 
which, through ignorance, are unable to do so without assistance. 

It is our belief that the committee would have no trouble in securing 
competent and experienced businessmen already engaged in foreign 
trade to offer their services as experts or consultants in such clinics. 

We feel that a positive, aggressive, and persuasive selling and edu- 
cational job is necessary. You must convince these potential new 
traders that export markets are there to be developed, and that the 
techniques of foreign trade can be mastered to their gain and profit. 
We suggest, however, that the average small business concern in- 
terested in entering foreign trade fields will need assistance in at 
least two major fields. Such concerns will not be able, alone, to sup- 
sort the sales effort needed to introduce new products in foreign mar- 
oe I might add from personal experience that they will not have 
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the knowledge necessary for them to prepare their products in the 
form, the packaging, the sizes, and the weights and so forth that are 
necessary, because all foreign markets don’t, of necessity, take the 
things that we make in the exact prepared way in which we make 
them. 

Dimensions, for example, in certain products, have to be expressed 
not in inches, but in the metric scale. The same thing with 
weights, and things of that sort. Such small concerns obviously could 
not support the necessary sales effort. 

And, secondly, they are not in a position to have the necessary 
credit information, or to gain it for themselves. There is still even 
a third thing that is necessary for them, if they are going to suc- 
cessfully do business in foreign countries, and that is that the basic 
laws governing foreign trade differ from country to country, in a lot 
of respects. And small businessmen, somehow or other, are going to 
run afoul of law or customs regulations and things of that sort that 
will be a preventive and a discouragement to them, unless there can 
be developed some means of providing them with that knowledge 
which they will not be able economically to assemble for themselves 
firsthand. 

Senator Lone. In other words, he needs somebody to advise him 
what he can expect when he goes into one of these foreign countries. 
Otherwise, there are a lot of pitfalls? 

Mr. Amoss. There are certainly a lot. I think history will dem- 
onstrate that a great many people have gone into export trade think- 
ing that it was a bonanza that was just waiting to be discovered, and 
a short time thereafter they got their feet wet with it, and wished 
they had not. 

And I suspect many small-business people who have made this 
venture, without sufficient advance knowledge, have gone bankrupt, 
or very nearly so. 

Mr. Srutts. That might be true of doing business in this country, 
too, might it not, Mr. Amoss ? 

Mr. Amoss. Without sufficient knowledge. 

Mr. Sruuts. If a person decided to do business across State lines 
without adequately preparing himself on licensing and qualifying, 
he might have the same sort of problems ? 

Mr. Amoss. That is correct. But it is astonishing, and we find it 
in our relationship with the foreign commerce of this country, through 
the port activities, you would be surprised the rather foolish in- 
quiries we get oftentimes from people who are successful operators 
of businesses in the United States and yet who think that for some 
reason almost anything can go in the foreign market. 

And there is another angle, too. It is a reverse reflection of some 
conversations we here in New Orleans recently had with the Economic 
Minister of Argentina, and the Minister of Commerce of Argentina— 
and that is this: Oftentimes American exporters, some large—but the 
large ones are not apt to do it—but the small ones may try to ship 
goods that while perhaps are not defective, are not exactly up to 
the standards that they would have to put on the domestic market, 
thinking that the standards are lower. And quite the contrary, it is 
often true—and the effect of that kind of practice is not only to hurt 
that particular man, but to bring a bad name on the entire exporting 
group of the United States. 
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We think very frankly that a great deal can be done, for the 
benefit not only of our country, but for the benefit of this entire 
hemisphere, by the proper encouragement of foreign trade through 
the efforts of your committee, and certainly commend you in your 
efforts. 

We are actually, Senator, very proud of the fact, and it is a little 
known fact, but 1 would like to state it here for the record—and that 
is that oftentimes, in the first 6 months of this year, by Department 
of Commerce statistics, the port of New Orleans exported a greater 
volume of U.S. products than did the port of New York. 

Senator Lone. Well, you would know about that. 

Mr. Amoss. It is a fact we are rather proud of. We are not ahead 
of them in total volume. But in our exports, at least, we run very 
close, and quite often exceed them for different periods. 

We stand ready to cooperate with your committee in any way pos- 
sible, with our personnel, or any knowledge we may have, to be helpful 
in your conclusions or in the work that you may be doing. 

Senator Lona. Do you feel right now, Mr. Amoss, there is no real 
place that a small businessman can go with any confidence that he 
can have the answer to all the problems that he can expect to confront 
him? In other words, I assume that, to a considerable degree, he 
will necessarily be groping in the dark. 

Mr. Amoss. I couldn’t quite say that, Senator. The Department of 
Commerce has done a great, great deal, and has a great mass of infor- 
mation—if the small businessman will get it, and will take the time 
to digest it. But quite often, since it is in printed form, and he has 
to seek it out, and take the time to read and understand it, he doesn’t 
do it—whether it is because of mental laziness, or often for lack of 
time, or maybe lack of knowledge in some cases. But it would be 
grossly unfair to say that they have not done a great deal in the publi- 
cation of many things, and probably cover all the things he needs to 
do. But what he needs is some capsulized approach that he can per- 
haps spend an afternoon or maybe a day or even 2 days learning what 
is in all this stuff, rather than having to send off for these Govern- 
ment publications and read them. 

At least that is an expression of my personal opinion. 

Senator Lona. Yes. 

Mr. Purnam. We hope the report of this committee will fill that 
need. 

Mr. Amoss. Well, I wouldn’t want to criticize or by implication not 
recognize what they have done, because they have done an outstanding 
job, if you analyze all the publications. 

Mr. Warts. Mr. Amoss, I have the October port of New Orleans 
figures here. I notice that outbound cargo tonnages in the port for 
October were 33 percent higher than October a year ago, and inbound 
tonnages were 24 percent higher. This is quite discrepant from the 
figures for the year as a whole through October, in which the dif- 
ference inbound and outbound tonnages were 7 and 8 percent up, 
respectively. Is there anything in this October figure to show that 
startling rise in outbound tonnages, and decrease in inbound tonnages 


that you would like to comment on? Did that trend continue in 
November ? 
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Mr. Amoss. No. I don’t have the full detailed report that you are 
reading from for the month of November, because the data has not 
yet been compiled. It isa littleearly. We will have that most prob- 
ably by the early part of next week. 

Our trade fluctuates by reason of many influences. We wish we 
could put our fingers on the reasons from time to time. The rise in 
some categories and fall in others doubtless can be explained by eco- 
nomic conditions in certain areas, by ship sailings during that period. 

Mr. Warts. Of course general cargo tonnages is not too helpful a 
figure anyway. A ton of eggs is a pretty different thing from a ton 
of automobile. 

Mr. Amoss. That is why we stick pretty much in trying to judge our 
progress on general cargo on the basis of value, which can be mislead- 
ing, too, but it is a more important thing, I think,.than tonnage. A 
ton of watches, for example, would have a great deal more behind it in 
human effort, employment, and everything else, than would a ton of 
coal, or a ton of raw cotton, something of that sort. 

Mr. Warts. The principal thing I was curious about in these figures 
was whether it indicated a more than passing or coincidental 1-month 
trend for exports in this port to become even more important than im- 
ports than heretofore, or whether exports might be expected to increase 
and imports to decrease. 

Mr. Amoss. Well, so far this year, in the overall picture, our exports 
have picked up. I don’t know whether it is a result of this campaign 
that has been going on, fostered by the Government, that they a 
over the past year, same period, shown satisfactory progress. 

Mr. Warts. Only one other question, Mr. Chairman, if I may. 

The kind of knowhow and advice that you have recommended for 
small businessmen to obtain, Mr. Amoss, I believe is not available 
from the Board of Commissioners of the Port of New Orleans; is that 
right? You don’t offer any of these advisory services yourself? You 
leave that to International House, International Trade Mart, and the 
private business committee of export managers, and that sort of thing? 
Is that right, sir? Or do you have services and literature available to 
small businessmen who are novices in exporting ? 

Mr. Amoss. No; we have no such. We are set up to give them in- 
formation on transportation rates and things of that sort, stevedoring 
rates in the port, the methods they should follow insofar as the ship- 
ment of their goods through the port facilities. But general credit 
information on the credit. conditions in some one country, or anything 
about whether Sam Smith, a merchant in Costa Rica, is a good credit 
risk or not, we would not be able to supply. 

I might add, however, that the Board of Commissioners of the Port 
of New Orleans, for that reason, has consistently and always cooper- 
ated completely with both the International House and International 
Trade Mart because they are a part of the combined community effort 
of New Orleans to supply as much of the needs of foreign trade as 

sible. So it is a part of a community effort in which we play our 
instrument, and they play theirs, and together I hope we will continue 
to play a good symphony. 

Senator Lone. Thank you very much, Mr. Amoss. 

Our next witnes will be Mr. Clay Shaw. 








252 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


We will insert the full statement in the record following your oral 
testimony. Would you please summarize your thoughts, “Mr. Shaw, 
since time is running out and we are anxious to hear from each one of 
you. I might mention here that Mr. Shaw is appearing in behalf 
of Mr. William G. Zetzmann, president of the International Trade 
Mart. 

You may proceed, Mr. Shaw. 


STATEMENT OF CLAY SHAW, MANAGING DIRECTOR, INTERNA- 
TIONAL TRADE MART, NEW ORLEANS, LA. 


Mr. Suaw. The International Trade Mart is a center designed for 
the promotion of commerce between the Mississippi Valley area and 
the rest of the world, with some particular emphasis on Latin Amer- 
ica, who are geographically nearest to it. 

We have housed, in our building, importers, exporters, govern- 
mental trade promotion officers, steamship lines, custom brokers— 
everyone and anyone concerned with international commerce in the 
port of New Orleans. 

We have given a great deal of thought to the role the small manu- 
facturer can and should play in the export picture. It seems to us 
obvious that with the continuing and persistent balance of payments 
deficit which we have experienced these past several years, that in- 
creasing exports is the only really satisfactory answer to this problem. 

To turn to the other solutions, such as reducing or eliminating 
foreign aid, or simply erecting tariff or quota sy stems, to protect 
ourselves against the influx of ‘foreign goods, would seem to reverse 
ev erything ° we have tried to do with some success over the past 15 
years. 

No doubt many people have attended many meetings over the past 
decade, in which it has been pointed out tirelessly that we must in- 
crease our imports, that trade is a two-way street and what-have-you. 
And now we find that we have increased our imports, and suddenly 
find our balance of payments out of joint. This often happens in 
fairy tales, when you have given three wishes, and they don’t come out 
very well. This has happened to us. We have succeeded in the aim 
of increasing our imports. 

The only satisfactory solution—and such things as cutting down 
dependents of overseas troops, and the various other partial measures 
taken—can only be very limited in their success in restoring our bal- 
ance of payments. The only real answer is a great increase in our 
sales abroad. Much of this, of course, will come from those large 
manufacturers, such as Westinghouse, and General Electric, and In- 
ternational Harvester, and so on, who are already well established, 
who have export departments, who concentrate some considerable 
portion of their production in oversea sales. 

In addition to this, however, it seems to us that there is a real 
need that the small manufacturers, the medium-sized manufacturer, 
who has never gotten into international trade, must now, both for 
reasons of patriotism, and of profit, undertake the sale of some por- 
tion of his production in export. 

As Mr. Amoss has pointed out, this is not an easy thing, because the 
sources of information on international trade are not readily avail- 
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able, or they are available, but they are not easily come by. I agree 
with him in commending the Department of Commerce, and the fine 
work they have done. And if anyone would diligently study all the 
publications they have put out, he would have a much better idea of 
international trade. 

However, the small manufacturer, we in New Orleans here, can 
benefit through such an organization as the Trade Mart. We have 
their combined export agents. A man can say to him, “I don’t know 
anything about international trade, but I would like to get into it— 
will you handle it for me as my agent ?” 

There are a number of such firms here in New Orleans who are 
resident in the International Trade Mart. And at least as a begin- 
ning, this is a way in which the small manufacturer, businessman, 
can begin to get his feet wet in international trade. He can find an 
agent who will handle his affairs throughout, say, Latin America. 
He can assign certain countries to this agent. And in this way, he 
does not have to set up his own export department, he does not have 
to go into the somewhat difficult ramifications of international credit. 
And he can depend, for a fee, or a percentage of the sales, on the 
services of such a combined export manager. 

We think this is a very fruitful opportunity for the small busi- 
nessman, to use this method of exporting by adopting an agent. 

The export agents complain that they are penalized for their own 
success. By the time they have established a man in the market, and 
he is doing very well, he then decides to set up his own export 
market. 

We in the Trade Mart stand ready to advise and help in any way 
we can any manufacturer that comes to us and tells us what he manu- 
factures, and says, “I would like to get into these markets.” We can 
make a number of recommendations which will, we think, be helpful 
to him. We can’t be his export department, but we can, in some 
measure, assist him, and we stand ready to do this. 

Senator Lone. You think you could put him in touch with people 
who could be his export department ? 

Mr. Suaw. Yes, Senator. We could recommend him to people, 
several, and he could choose one best suited to his needs. And I do 
believe, I very sincerely believe, that for the fairly small manufac- 
turer, who has no enormous volume he can devote to export, which 
would not justify his going to a great amount of research, travel, 
and investigation, and setting up his own export department, I think 
this solution for the beginner is probably the most satisfactory. 
And we stand ready here in New Orleans, ourselves and the Inter- 
national House, to render this service, to give advice of this kind to 
the small businessman who has really been persuaded that export 
markets are a thing he would like to get into. 

Senator Lone. Thank you very much, Mr. Shaw. Mr. William G. 
Zetzmann’s prepared statement will be included in the record at this 
point. 

Mr. Suaw. Thank you, Senator. 
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(The prepared statement referred to follows :) 


PREPARED STATEMENT OF WILLIAM G. ZETZMANN, PRESIDENT, INTERNATIONAL 
TRADE Mart, NEW ORLEANS, La. 


Senator Sparkman, members of the Senate Select Committee on Small Busi- 
ness, and staff, it gives me great pleasure to speak to you today in behalf of the 
organization I proudly head. 

International Trade Mart of New Orleans is a nonprofit, regional merchandis- 
ing center. Our original and fixed purpose is to stimulate trade between the 
great Mississippi Valley heartland of the United States and the world abroad 
just as your reason for being is to promote the general welfare of business. 

We are presently engaged in the building of a new, larger, and more symbolic 
facility. So convinced are the officers and 67 directors of International Trade 
Mart—all of whom serve without pay—that the basic idea of International 
Trade Mart is sound, they are bending their efforts toward moving from the 
experimental pilot plant which now houses our operation to our recently ac- 
quired riverfront site and into the complex of buildings designed by the famous 
Edward Durel Stone. 

Before specifying the advantages to the small businessman inherent in the 
trade mart operation, I felt that I should elaborate on the physical facility 
itself. 

Housed in the 5 floors of the present building are steamship companies, import- 
export firms and agencies, 138 consulates general and consulates, as well as 
foreign trade commissions, the U.S. Passport Agency, freight forwarding firms, 
customhouse brokers, sales and factory representatives, and many other related 
services. The new building will be 17 to 22 stories high with a combined 
auditorium and exposition hall attached, within which trade shows, fairs, dis- 
plays, and conferences may be held. Also, there are available to the small busi- 
nessman in search of export or import opportunities, an interoffice reference and 
information service unique in the Midsouth. The enterprising businessman who 
writes to us in search of contacts or outlets gets 1-day service on his inquiry. 
So practical is our physical and theoretical arrangement that a letter of inquiry 
can be hand-carried by a staff member to the trade mart tenant whom the letter 
might interest. 

In addition to a specific and immediately tangible service of the kind I have 
just outlined, the International Trade Mart executive staff conducts an effective 
year-round promotion designed to enhance world trade as a field and to attract 
the attention of foreign governments and foreign business firms. Often, Inter- 
national Trade Mart is called on to entertain dignitaries from abroad and to 
arrange business meetings, contacts, and conferences. Whenever we feel that 
it is in keeping with our principles, we also endorse and support trade shows 
and fairs within our area—this to include publicity, entertainment, direct mail, 
advertising, preshow surveys, and an immense amount of mechanical detail and 
arrangements. 

As the first organization of its kind in the world—now on the eve of great ex- 
pansion and quadrupled effort—we ask the small businessman of the United 
States and of nations beyond the sea only one thing: write, telephone, cable, or 
come to see us and let us do what we can to increase your business and thereby 
strengthen the ties of lasting peace. 

Thank you for the privilege of addressing you and may the Select Committee 
on Small Business of the U.S. Senate be honored by all for the fine work it has 
done, is doing, and will do. 





Senator Lona. I would like to inform the witnesses hereafter we 
have nine additional witnesses, and only about 2 more hours. I would 
like to ask each witness to summarize his statement in 5 to 7 minutes, 
if he could, leaving us some time for questions hereafter. 

The next witness is Mr. Al Alicé. Do you have a prepared state- 
ment for us? 
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STATEMENT OF AL ALICE, FOREIGN TRADE DIRECTOR, LOUISIANA 
DEPARTMENT OF COMMERCE AND INDUSTRY, AND PRESIDENT, 
EXPORT MANAGERS CLUB OF NEW ORLEANS; ALSO, PROPRI- 


ETOR, AL ALICE EXPORT, INTERNATIONAL TRADE MART, NEW 
ORLEANS 


Mr. Auic&. I was approached a little too late. I didn’t prepare 
any statement. But I am ready to answer any questions in the best 
way possible. 

Senator Lone. I think it would be best if you made a brief state- 
ment as to what your views about the problem are, as to the possibility 
of asmall businessman finding an export market. 

Mr. Auic&é. I went into my own business 2 years ago. I had a sad 
experience in Latin America. On several shipments that we have had 
in the past, you take a product of butane gas, for instance, that they 
use there, worth $4,000, approximately, pays a freight of $12,000. 
Those people are not going to buy from us. They are going to get a 
tanker, or manufacture it over there. We lost that. 

Then I turned to oilfield equipment. I couldn’t sell 5 cents worth 
of oilfield equipment in Latin America. I am not that bad a sales- 
man. And I know a lot of people there. Then I found out that Eu- 
ropean countries are subsidizing the companies that ship oilfield 
equipment from Europe, and we are up against that. We don’t sub- 
sidize that. Therefore, that was one of the difficulties I encountered. 

The other things—things get bad. Once in awhile we look forward 
to better things. Of course I have not too much difficulty in selling 
small products. 

Senator Lone. What sort of small products have you been able to 
sell ? 

Mr. Auict. Well, I will call a small product, a fire extinguisher, 
cooking-gas ranges. I also have another product, aluminum shingles. 
We sell here and there some of those things. It is a good product, 
but it sells in a smaller quantity. And then novelties here and there 
people ask for. A refrigerator once in awhile. 

Senator Lona. Is this a growing problem, this matter of Europeans 
subsidizing their exports? 

Mr. Anict. Yes, sir. I found out all our doors that were open a 
few years ago are closed to us today, on long-term financing, and the 
subsidy. We find that difficulty. Then, of course, they don’t mind 
the price so much, but it is the financing. 

Now, as a small businessman, sometimes I have some orders to 
finance for used equipment. I don’t know how to go about getting the 
Import-Export Bank to help me, I think, to me, it 1s too much redtape, 
too complicated. Maybe I am stupid. But I think there should be 
an easier way for the small businessman to go about those things, 
because he needs it more often, whereas a big company makes a big 
finance—a small man needs more operations. And when he gets 
through with one, he is so tired he doesn’t want to go through another 
one. 

Mr. Crortus.’? One question, Mr. Chairman. 


12Mr. Crolius is Administrative Assistant to Senator Javits of New York. 
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Mr. Alicé, in connection with your last comment, are you concerned 
with the matter of export credit guarantees? Is that a ‘subject which 
you as an exporter—it would be a big factor in a decision of yours, as 
to whether or not to go into a particular market abroad ? 

Mr. Aricé. It would help very much. 

Mr. Crorrus. Do you think small businessmen would be more en- 
couraged were the Federal Government to take a greater role in 
commercial guarantees ? 

Mr. Auicr. Definitely. I had a customer a few weeks ago who 
wanted to buy from me. He opened a letter of credit to me. He 
wanted sight draft against bill of lading. Over here, the usual terms 
are 30 days, and by the time you get the merchandise in the port, and 
by the time you ship it it is 60 days, and by the time you get your 
money back it would be 90 days. Therefore, I cannot carry an account 
for 90 days. If we want a short term, we call it less than 6 months’ 
financing. 

Mr. Crorrus. Thank you. 

Senator Lone. Thank you very much. 


Next I will call Mr. S. B. Braselman, executive vice president, 
American Creosote Works, Inc. 


STATEMENT OF S. B. BRASELMAN, EXECUTIVE VICE PRESIDENT, 
AMERICAN CREOSOTE WORKS, INC., NEW ORLEANS, LA. 


Mr. BrasetmMan. I don’t suppose there is any point in repeating 
the history of the company. 

Senator Lone. We will print this entire statement just as you 
have prepared it here, following your oral statement. 

Perhaps you can summarize this statement for us at this time. 

Mr. BrasetMan. Suppose I read the last three paragraphs, which 
more or less do that. 

Our export problems are mainly monetary. Many countries simply 
do not have enough dollars to buy here and we are not willing to 
take the risk of accepting payment in soft currencies. Other coun- 
tries are so undeveloped that they have no knowledge of or use for 
our products. And competition both from other producing coun- 
tries and from other producers in this country is very keen, almost 
disastrously so. Also the freight charges of American conference 
vessels sometimes make American made products noncompetitive 
pricewise. Our American standard of living with its resultant high 
raw material and labor costs, often has the same effect. One problem 
that does not concern money, directly, is the result of nationalistic 
tendencies in some countries which offer incentives to native manu- 
facturers or which make the import of our products difficult or im- 
possible through the use of such devices as duties or import controls. 

My suggestion for Federal action to stimulate export trade w ould 
include a “requirement that. all materials purchased with U.S. aid 
or loan fund be of American manufacture; a form of free, or very 
cheap, guarantee of foreign credits; and possibly some form of sub- 
sidy to equalize the competitive effect of cheap foreign labor. 

American manufacturers who wish to get their feet wet in the 
foreign market should appoint agents in those countries which seem 
to offer the best opportunities. There is no substitute for a native 
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representative who speaks the language, knows the people and under- 
stands the customs of his country. Then they should exercise great 
patience and perseverance. Most non-Americans do not do business 
as rapidly as we do and do not hesitate to send out inquiries for quota- 
tion on large schedules of materials which will never be bought. It 
is almost impossible to spot the serious requests so all of them must 
be handled in the same courteous and efficient way. Sooner or later, 
often later, orders will result from a comparatively small percentage 
of these quotations but the size of the individual contracts will make 
the effort worthwhile. A word of caution regarding credit might 
be helpful. They should know the credit customs of the country and 
make their customer give them the firmest form of payment as- 
surance available. Only in isolated instances should shipments be 
made on other than irrevocable letter of credit or sight draft and 
shipper’s order notify bill of lading. 

Senator Lone. Thank you very much. 

Mr. Warts. May I ask a question, Mr. Chairman ? 

Senator Lone. Go ahead. 

Mr. Warts. Mr. Braselman, you have about 6 million to 8 million 
here in sales, of which I believe you say in your statement 20—tend- 
ing toward 20 percent—is accounted for by export sales. 

Mr. BrasetMan. That is correct. 

Mr. Warts. You also have indicated that you have a built-in ex- 
port department, I believe, is that right, sir? 

Mr. BrasetMan. Well, we make “people double in brass. I double 
in brass as export sales manager, and our traffic manager doubles in 
brass as our forwarding agent, and documentation officer, and that 
kind of thing. 

Mr. Warts. You have indicated, and certainly a number of other 
witnesses, that the small businessman who is a novice in exporting is 
well advised to avail himself of the services of an export manager, to 
get started. I wondered if that was the route that American Creosote 
Works took, and then later, as was indicated, the export manager 
worked himself out of a job by being too good, and leading to your 
getting a built-in export department. 

To rephrase my question very specifically, do you have any views 
on the minimum size of foreign sales operation ‘that will support a 
built-in export department without availing yourself of an outside 
contract manager ? 

Mr. Brasetman. I don’t know. We sort of grew like Topsy. We 
have always done a good bit of export work, ‘primarily because the 
plant was located on ‘the riv er, and we sold to the United Fruit Co., 
and Standard Fruit Co. This got us interested in the early stages 
of the company in that kind of business. And, through them, through 
our visits down there, other contacts, we have developed outlets, agents 
in those countries, and we have never found that we needed an ex- 
port manager as such. Everybody else who is involved in the ex- 
port business does something else most of the time. 

Mr. Warts. You refer to almost disastrous intensive domestic com- 
petition. Is some of that from the next witness, the L. S. Isacks 
Lumber Co. ? 
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Mr. Brasetman. I don’t think I had better answer that. Actually, 
Mr. Isacks is not in the wood preserving business, so we don’t very 
often come in contact. 

Mr. Warts. Their product line is very similar to that that you man- 
ufacture, is it not? They are not manufacturers, but export mana- 
gers, I believe. 

Mr. BrasetMan. They do some of that, yes. 

Mr. Warts. I shall not pursue that. 

I hope that some of the shipping company witnesses later on will 
address themselves to your remarks, which I will call to their at- 
tention right now. On page 2 of your statement: 


The freight charges of American conference vessels sometimes make American 
made products noncompetitive pricewise. 


Would you care to elaborate on that any, sir? 

Mr. BrasetMan. Well, it is often possible, for instance, when we 
are quoting into the Mediterranean, to Greece and Turkey, for Scan- 
dinavian countries to furnish their materials at or near the same 
costs as our materials would cost at seaboard. But because they are 
able to ship that stuff a good deal cheaper on their own vessels, they 
are able to deliver it to the eventual customer at a much lower total 
price than we can do. It is also true that they are able to produce 
over there a little cheaper than we can, as I say further along in the 
statement. 

Mr. Warts. Thank you. 

Senator Lone. Thank you very much. Your prepared statement 
will be included in the record at this point. 

Mr. BrasetmMan. Thank you, gentlemen. 

(The prepared statement referred to follows } 


PREPARED STATEMENT OF SHIRLEY B. BRASELMAN, VICE PRESIDENT, AMERICAN 
CREOSOTE WoRKS, INC., NEW ORLEANS, LA. 


My name is Shirley B. Braselman. I am executive vice president of American 
Creosote Works, Inc., whose headquarters are at 1305 Dublin Street, New 
Orleans, La. 

We manufacture telephone and electric power poles, piling, crossties, cross- 
arms, timbers, construction poles, and fenceposts. These products are preserved 
against decay and attack by wood-destroying insects by pressure impregnation 
with such chemicals as creosote, pentachlorophenol, and chromated zinc chloride. 

Employment over the past several years has been fairly steady at about 350 
persons. Sales since 1950 have fluctuated between $6 million and $8 million 
with a tendency toward the low side of that range during the last 3 or 4 years. 
This trend is common to the entire wood-preserving industry. 

The company was founded in 1901 when a plant was constructed at New 
Orleans, La. In 1913, the Louisville, Miss., plant was built for the original pur- 
pose of supplying crossties to the Gulf, Mobile & Ohio Railroad, which was 
extending its tracks from Meridian, Miss., to Jackson, Tenn. The Winnfield, 
La., plant was purchased from the Louisiana Creosoting Co. in 1920. The Jack- 
son,, Tenn., plant was built in 1931. The Pensacola, Fla., plant of the Pensacola 
Creosoting Co. was purchased in 1957. In 1958 the Slidell, La., plant of the 
Gulf States Creosoting Co. was bought and after extensive rehabilitation it took 
over the production of the New Orleans plant which was closed. 

Principal products in the company’s early years cover piling for docks, 
wharves, and foundations and crossties for export to Central America. More 
recently the emphasis has switched to poles for electric power and telephone 
transmission, though a considerable quantity of piling and crossties for both 
domestic and foreign customers are still sold. Crossarms and fenceposts are 
fairly new additions to the line. A comparatively small but steady volume of 
salt-treated lumber which is paintable after treatment and which is therefore 
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suitable for use in home construction has been turned out for about 25 years. 
The newest addition to the product list is construction poles which are used 
as the principal vertical members in buildings, primarily rural, such as barns, 
machinery sheds, chickenhouses, etc. 

Principal customers, other than those indicated above, are State highway de- 
partments, dock and port commissions, general building contractors, foundation 
contractors, marine contractors, sugar and fruit plantations, mining companies, 
U.S. military departments and oil drilling and producing companies. 

Export sales represent from 10 to 20 percent of our accrual sales. Since the 
addition of the Pensacola, Fla., operation in 1957 this percentage has tended 
toward the higher side of the range. At present our two most important foreign 
customers are Puerto Rico and Mexico. Sales have been made to Cuba, Jamaica, 
Haiti, Venezuela, Uruguay, Colombia, Canal Zone, Honduras, Nicaragua, 
Union of South Africa, Liberia, Egypt, Greece, Turkey, and Canada. 

The company’s first export sales were to fruit companies operating banana 
plantations and railroads in Central America. New Orleans was the natural 
port of embarkation for these crossties and our plant, being located on the Mis- 
sissippi River and having its own deepwater dock, was ideally suited to give 
these customers excellent service. This demand has dwindled to the point 
where it no longer justified our maintaining a site on the river and this trade 
was not considered when we made our decision to move. 

We use practically every method of exporting available to manufacturers. 
In all important markets we have appointed exclusive commission agents, who 
handle all sales in their respective countries or areas. However, a large per- 
centage of our type of products, especially poles, is bought in this country, 
either because of American ownership of the foreign properties or under man- 
agement contracts which provide for the furnishing by an American organiza- 
tion of engineering, purchasing, and other services. Export sales are handled 
by our New Orleans sales office. Forwarding and documentation can be han- 
dled by the traffic department unless the customer appoints his own forwarder. 

In nearly every case of purchases made abroad the customer is a branch of 
the local government. This, of course, is due to the growing tendency to na- 
tionalize electric power communication and transportation facilities. Ship- 
ments are usually made direct from our production point to the using agency. 

Our export problems are mainly monetary. Many countries simply do not 
have enough dollars to buy here and we are not willing to take the risk of 
accepting payment in soft currencies. Other countries are so undeveloped that 
they have no knowledge of or use for our products. And competition both 
from other producing countries and from other producers in this country is very 
keen, almost disastrously so. Also the freight charges of American conference 
vessels sometimes make American made products noncompetitive pricewise. 
Our American standard of living with its resultant high raw material and labor 
costs, often has the same effect. One problem that does not concern money, 
directly is the result of nationalistic tendencies in some countries which offer 
incentives to native manufacturers or which make the import of our products 
difficult or impossible through the use of such devices as duties or import 
controls. 

My suggestion for Federal action to stimulate export trade would include a 
requirement that all materials purchased with U.S. aid or loan fund be of 
American manufacture; a form of free, or very cheap, guarantee of foreign 
credit; and possibly some form of subsidy to equalize the competitive effect 
of cheap foreign labor. 

American manufacturers who wish to get their feet wet in the foreign mar- 
ket should appoint agents in those countries which seem to offer the best 
opportunities. There is no substitute for a native representative who speaks 
the language, knows the people and understands the customs of his country. 
Then they should exercise great patience and perseverance. Most non-Ameri- 
‘ans do not do business as rapidly as we do and do not hesitate to send out 
inquiries for quotations on large schedules of materials which will never be 
bought. It is almost impossible to spot the serious requests so all of them 
must be handled in the same courteous and efficient way. Sooner or later, 
often later, orders will result from a comparatively small percentage of these 
quotations but the size of the individual contracts will make the effort worth- 
while. A word of caution regarding credit might be helpful. They should know 
the credit customs of the country and make their customer give them the finest 
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form of payment assurance available. Only in isolated instances should ship- 
ments be made on other than irrevocable letter of credit or sight draft and 
shippers’ order notify bill of lading. 

Senator Lone. Mr. W. Gaines Seaman, vice president, L. S. Isacks 
Lumber Co. Is Mr. Seaman here? 

(No response. ) 

Senator Lone. Is A. C. Cocke, vice president of Lykes Bros. Steam- 
ship Co. here? 

( No response. ) 

Senator Lone. How about Mr. Ben R. Hendrix, president of Hen- 
drix Trading Co.? 

(No response. ) 

Senator Lone. Mr. Brooke Duncan ? 

(No response. ) 

Senator Lone. John R. Long, Jr. ? 

(No response. ) 

Senator Lone. Francis de la Houssaye ? 

We are glad to have you here today, Mr. de la Houssaye. 


STATEMENT OF F. LESLIE DE LA HOUSSAYE, ASSISTANT VICE 
PRESIDENT, MISSISSIPPI SHIPPING CO., INC., DELTA LINE, NEW 
ORLEANS, LA.. APPEARING IN BEHALF OF HARRY X. KELLY, 
CHAIRMAN, EXECUTIVE COMMITTEE, MISSISSIPPI SHIPPING 
CO., INC. 


Mr. pE tA Houssaye. Thank you, Senator Long. 

I have attached with my letter of transmittal a statement prepared 
by Mr. Kelly, who unfortunately had to go to Chicago yesterday 
afternoon, so ‘Tam substituting for him. 

Senator Lone. If you will kindly summarize your statement i 
us we will be happy to include Mr. Kelly’s full statement in the recor: 
along with the exhibits, following your remarks. 

Mr. pea Hovssaye. Thank you. 

I also would like to submit a statement on “The Challenge of 
Foreign Competition in Worldwide Markets,” a copy of an address 
I made on general international problems, before the Lafayette Rotary 
Club. And a special study on the subject of trade promotion that 
was recently prepared by us for the Secretary of Commerce of 
Argentina who was a visitor to New Orleans last week.’ 

In summarizing Mr. Kelly’s statement, and to make it as brief as ] 
can, I think I might bring out the particular problems that we face. 

We operate, as you know, on two trade routes. One of the prin- 
cipal problems we are facing today is ever-increasing foreign comn- 
petition. In 1951, U.S.-flag vessels carried approxims itely 42 percent 
of the waterborne commerce of the United States, and that figure had 
declined to 11.3 percent in 1959. It is estimated that in 1960 the result 
will probably be about 10.5 percent. 

So as we readily see, if the trend of this foreign-flag competition is 
not reversed, the U.S.-flag vessels will be in quite a plight if they 


intend to remain afloat. 


38 See exhibits accompanying prepared statement of Mr. Harry X. Kelly, beginning p. 264. 
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Then I might summarize the competition from U.S. private invest- 
ment abroad, which would affect, of course, the small ‘business manu- 
facturer or the small business exporter. And we bring in the flight 
of U.S. private capital to foreign areas, which has been increasing at 
almost a collossal rate in the last few years, which, of course, may be to 

take advantage of low cost labor, and also in the case of the European 

Common Market, to take advantage of a market that has almost an 
equal population ‘to the United States, the six countries hav ing a pop- 
ulation of approximately 170 million people. And then we bring in, 
also, the competition from the member countries of the European 
Common Market, as well as the European free trade association, 
which would total, of course, 13 countries—6 in the common market, 
and 7 in the free trade association. 

As a demonstration of the principal factor which enables these 
countries to have such a strong advantage over U.S. productivity and 
manufactured final cost, would be the labor differentials, in which we 
bring out the fact that our average labor cost in the United States 
for our industrial labor, which is an average of all industries, is about 
$2.70 an hour, and it declines down to the low figure of 57 cents, which 
is paid in the Netherlands. It is not necessary for me to name these 
countries, because it is all in the material I am submitting.“ 

Senator Lone. That is all right. 

Mr. pe ta Houssayr. Of course we bring in our “Challenge of For- 
eign Competition in World Markets” the lack of sufficient excess of 
imports over exports, which has resulted in deficits in our balance 
of payments. There are other factors, such as Government aid to 
foreign countries, military spending abroad, and private investment 
in foreign areas. 

We feel that our competition is very acute for the manufacturer 
in the United States, and on page 2 of the challenge to American 
markets,’> I brought out a survey made by the W orthington Pump 
Co., in which they have three different ty ‘pes of pumps, showing what 
the cost of these finished products were in the United States in 1953 
compared to 1958, and what the cost of those same products were 
in their own plants in foreign areas. Where in the United States the 
costs were anywhere from 35 to 45 percent, on an increased basis, 
1958 as compared to 1953, in the case of the European products, or 
the products produced in Europe by the same company, there were 
declines of from 5.6 to 2.2 percent. 

Senator Lone. That is amazing. In other words, the costs of the 
manufacturer of the American pump, which is already higher than 
the foreign cost, went up on an average of about 40 percent ; for these 
pumps, while the foreign costs actually went down ? 

Mr. pe ta Houssaye. Absolutely. Of course all of these countries 
had devaluation during 1953 and ensuing years, so on the basis of 
the American dollar, despite the fact that they have had labor in- 


creases, the actual cost on an American dollar basis is less in 1958 
than 1953. 


14 See pp. 263-291. 
15 See exhibit 28, p. 266. 
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Senator Lone. They devalued their currencies against ours. 

Mr. pE LA Houssayre. That is correct, sir. 

I think that just about summarizes the main points I have here. 
If you would like to ask me any questions, I would be glad to answer 
them, if I can. 

Senator Lone. You made a statement here, or you are submitting 
this for Mr. Harry Kelly, who is the chairman of your board, as 
I understand. 

Mr. pe LA Hovussayre. That is correct. 

Senator Lone. He is chairman of the executive committee. The 
one thing that I am curious to know—in view of these difficulties 
that American exporters are confronted with, how do we still man- 
age to maintain a surplus of exports over imports? We are doing 
it now, you know. Of course the foreign aid and the tourist money, 
and all that, and the cost of military troops abroad, is putting us in 
about a $4 billion a year deficit position for this year. But on just 
exports and imports, we are about $2 billion ahead. And I would 
be curious to know your judgment as to how we manage to be that 
far ahead, in view of the labor cost differential, and the other 
problems. 

Mr. pe ta Hovussaye. Well, we are still ahead, that is quite true, 
Senator. But I believe that the ratio between our exports and im- 
ports, taking all of our coastal areas in the United States—the ratio 
has actually been closing. It hasn’t been a closure yet, that is quite 
true. But the world demand for goods has increased tremendously 
from year to year. Of course you have ever-increasing population ; 
you have a high economic standard in many of the countries that 
we are exporting to. 

But take in worldwide trade, take in all areas of the world to all 
other areas, our exports have not increased as rapidly as the exports 
of Italy, of West Germany, of the United Kingdom, of France, or of 
Japan. In other words, we are holding our own that way, but they 
are increasing at an increasing rate, while we are increasing more 
or less at a low rate. 

Senator Lone. Looking at the future, do you think it is going to be 
necessary for us to begin to subsidize some of our exports within 
the next 5 years? 

Mr. pe LA Hovussaye. It might be necessary, yes, sir. 

Senator Lone. In other words, from where you are sitting it looks 
to you as though the trend is moving in such a way that while we 
have a favorable export balance as ag: inst imports, that might not be 
the case a few years from now ? 

Mr. pe 1a Hovussaye. That is correct. Of course, we may have one 
factor that may play into our favor. It may be that the economic 
standards of the foreign nations, say those in the European Common 
Market, or the European Free Trade Association—as their economic 
standards rise, and inflationary forces may keep in, their wage rates 
may go up, and you may not have that big spread or the large differ- 
ential that exists today, between their wage rates and ours. 

Now, that may be a long pull. It may be a very long wait, of 
course. 

Senator Lone. Right. Of course it would be desirable that their 
wage rates should come up, from our point of view. 
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Mr. pve tA HovussAye. And if we could hold ours as they are today. 

Senator Lone. Or if relative to us, their wage rates could go up, 
to narrow that differential. 

Mr. Srutts. In addition, Senator Long, you will recall that bills 
were introduced in the 86th Congress giving our manufacturers better 
depreciation rates, so that we might | get a more modern industrial 
plant to compete with those in countries where they have better 
depreciation policies on new equipment. I know that many manufac- 
turers in America think that this would help our cost of producing 
goods to be brought down on a reasonable level.*® 

Mr. pELA Hovussaye. That could be a help, yes, sir. 

Senator Lone. Thank you very much. This statement you have 
here is one I am going to have to study at considerable length. I 
have gone through it, but I am marking it for further study. 

Mr. pe ta Hovssayve. I hope I have eee helpful, sir. Thank you 
very much. 

Senator Lone. Your letter dated December 9 and attachments, 
along with the statement of Mr. Harry X. Kelly, will be included in 
the Recorp at this point. 

(The documents referred to follow :) 


SXHIBIT 28 


LETTER FrRoM F. LESLIE DE LA HOUSSAYE, ASSISTANT TO THE PRESIDENT, DELTA 
LINE, MISSISSIPPI SHIPPING Co., INc., NEW ORLEANS, LAa., WITH ACCOMPANYING 
STATEMENT AND EXHIBITS FROM Harry X. KELLY, CHAIRMAN OF THE EXECUTIVE 
COMMITTEE 

DECEMBER 9, 1960. 

THE SMALL BUSINESS COMMITTEE OF THE U.S. SENATE, 

Hotel Roosevelt, New Orleans, La. 


GENTLEMEN: Submitted herewith is the testimony of Harry X. Kelly, chair- 
man of the executive committee of the Mississippi Shipping Co., Inc., which 
I am presenting, on the general subject of problems and practices that enter the 
fields of international trade and international shipping. 

As of possible interest, I am also submitting the following statements: 

(a) “The Challenge of Foreign Competition in Worldwide Markets” (see 
p. 266). 

(b) Copy of an address that I made before the Rotary Club of Lafayette, 
La., on December 1, 1960 (see p. 267). 

(c) A special study on the subject of trade promotion that was recently pre- 
pared for Hon. Carlos Juni, Secretary of Commerce, Republic of Argentina (see 
p. 271). 

(d) Definition and advantages of shipping conferences (see p. 293). 

It is hoped that the foregoing data will be helpful in your foreign trade 
studies. 

Very truly yours, 
F’, LESLIE DE LA HOUSSAYE, 
Assistant to the President. 


%S. 1010 (Sparkman and others) to amend the Internal Revenue Code of 1954 so as to 
permit the use of the new methods and rates of depreciation for used property, 86th 
Cong., 1st sess. Reintroduced by Senator Sparkman in the S7th Cong., 1st sess., as 
8. 378. 

S. 2695 (Smathers and Bible) to amend the Internal Revenue Code of 1954 to provide 
additional method and rate of depreciation for new property having a useful life of 5 
years or more to eliminate capital gains treatment for personal property used in a trade 
or business, 86th Cong., 1st sess. (Pending before the Senate Finance Committee at the 
close of the 86th Cong.) 
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PREPARED STATEMENT OF HARRY X, KELLY, CHAIRMAN, EXECUTIVE COMMITTEE OF 
THE MISSISSIPPI SHIPPING Co., INC., NEW ORLEANS, LA. (PRESENTED BY F, 
LESLIE DE LA HOUSSAYE, ASSISTANT TO THE PRESIDENT ) 


My name is Harry X. Kelly, chairman of the executive committee of the Mis- 
Sissippi Shipping Co., Inc., which is located at 1800 Hibernia Bank Building, 
New Orleans, La. 

The Mississippi Shipping Co., Inc. was founded in the year 1919. 
year of operation the company had eight sailings to Brazil. 
1920, the first through voyage to Argentina was made. 

In May 1947 the company began a gulf-west African service. 

Today, the Mississippi Shipping Co. is an owner and operator of steamships 
engaged in foreign commerce on two trade routes: namely, trade route 20, which 
covers the United States-gulf-east coast of South America range and trade 
route 14(2), which covers the United States-gulf-west coast of Africa range. 
The company operates a total of 13 vessels on the two trade routes—7 cargo 
and 3 cargo-passenger combination vessels on the South American route and 
3 cargo vessels on the west African route. 

Original products handled by the company, when operations first began, were 
as follows: Imports—Coffee was the most important single commodity. From 
1922 to 1929 Mississippi Shipping Co. carried 41.8 percent of South American 
coffee imported into the United States through gulf ports, and 22.3 percent of 
general cargo. General cargo consisted of fertilizer, packinghouse products, 
vegetable oils, ores, and quebracho. Exports—General cargo consisted of coils 
of wire, steel bars, pig iron, barbed wire, packaged petroleum products, lubricat- 
ing oil, leaf tobacco, sugar mill machinery, and agricultural implements. 

The principal foreign countries now served by the company on both trade 
routes are as follows: 

Trade route 20: Argentina, Brazil, and Uruguay. 

Trade route 14(2): Senegal, Liberia, Ivory Coast. Ghana, Nigeria, French 
Cameroons, Gabon, Moyen Congo, Angola, ete. (For obvious reasons, the Belgian 
Congo is no longer of major importance in this trading area.) 

Principal products carried currently on Mississippi Shipping Co. vessels on 
both trade routes are as follows: 


In the first 
In September of 


TRADE ROUTE 20 








Exports 


Agricultural implements and machinery 

Roadbuilding machinery and equipment 

Oil well drilling machinery and equip- 
ment 

Other industrial machinery 

Iron and steel articles (tin plate, 
sheets, structural steel, etc.) 

Carbon black 

Synthetic rubber 

Synthetic resin 

Caustic soda 

Soda ash 

Styrene monomer 

Petrol from products 


Imports 
Coffee 
Quebracho 
Casein 
Lumber 
Canned meats 
Brazil nuts 


TRADE ROUTE 14 (2) 


Fertilizers 

Exports 
Petroleum products 
Rice 
Flour 
Industrial machinery 
Asphalt 


Road construction machinery 


Imports 
Coffee 
Rubber 
Fishmeal 
Manganese ore 
Logs and lumber 
Palm oils 
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The revenues of our company have been on a downward trend when comparing 
average revenues of 1956 and 1957 with the average for the years 1958, 1959, and 
1960 (estimated). The revenue figures are as follows: 


1 eae eA en RR SE le antes RO I aed A A pe rae $21, 363, 879 
I cs Sp ce src hyo epee on Ss evs ca lean eg eo So 24, 309, 055 
1066. nd ccues osc jiiescusdiciei } oa eetem eee 19, 167, 382 
Rc oe enn cea a eee a ee tee te aaa a ra 19, 304, 831 
Bee CONUIIBRNO) Sn cn ccctedcactte ececedacusanunememnensete 19, 480, 000 


During the past 5 years there have been only slight variations in connection 
with the average yearly number of employees assigned to the company. The 
comparison is as follows: 

Number of employees 








1956 1957 1958 1959 | 1960 
IE is adeccctneiisedtiicadstencteatesmua gunna 861 900 869 820 800 


Shore....-.----------------------------------------- 219 220 222 238 | 230) 


As of probable major importance today are the many problems that we as 
shippers (exporters included) are encountering in foreign trading activities. 
Some of the principal problems I can think of are— 

(a) Ever-increasing foreign-flag competition.—In 1951 U.S.-flag vessels carried 
42 percent of the waterborne commerce of the United States. U.S.-flag carriage 
has declined steadily each successive year and reached a new low of 11.5 
percent in 1959. It is estimated that 1960 will reflect a result of about 10.5 
percent. This trend must be reversed if U.S.-flag vessels are to remain afloat. 

As we see it today, two major efforts are mandatory if this trend is to be 
changed and they are— 

(1) Governmental action directed toward the allocation of a greater 
percentage of governmental cargoes to U.S.-flag vessels. 

(2) Concerted efforts of U.S. exporters and importers directed toward 
the routing of cargoes handled by them on U.S.-flag vessels. 

(b) Competition from U.S. private investments abroad.—The flight of U.S. 
private capital to foreign areas continues at an ever-increasing rate. The reason, 
of course, is to take advantage of lower labor costs. As an example, many of 
the manufacturing plants that have blossomed from these investments, in coun- 
tries such as West Germany, France, Italy, England, Japan, ete., are now 
producing goods and commodities that are flowing into worldwide markets at 
prices far below that which can be met by manufacturers operating in this 
country. It means that in many areas, on particular goods and commodities, 
U.S. manufacturers are no longer in a competitive position. 

(c) Competition from member countries of the European Common Market and 
countries belonging to the European Free Trade Association—Without giving 
regard to American investments in these areas, it must be borne in mind that 
firms operating on capital belonging to nationals of the 13 countries in both 
market areas are competing with American firms for not only worldwide 
markets, but U.S. domestic markets as well. Modern machinery and processes 
of automation have raised productivity in all of the countries in these areas. 
and, with the labor cost advantage they all enjoy, it is obvious the American 
industry has trouble competing pricewise. The following table demonstrates 
the wage differentials in terms of actual cost: 


Average cost per industrial labor hour (including fringe benefits) 


Tomnted tee)... ce ee es. SB FO | eNO. caniceusvccscnen tse $0. 73 
Bweuet fo fos a eee Teteuee ooo eee ‘ts 
erent Sate ea ee ne re . 61 
UO. BADSGODE nib ecct ctecn sf0d [ENCED OELARBD |) wirererinncenaprsthiomeen OF 
| ee ae . 


(d) Simplification, consolidation, and standardization of shipping docu- 
ments.—The steamship industry has, from time to time, been bombarded with 
new or additional documents. In view of the fact that new transportation in- 
dustries engaged in foreign travel and commerce, such as the airlines, are re- 
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quired to employ only about 5 percent of the entry and clearance documents 
required of steamship operators, it would seem that the steamship industry is 
heavily burdened with unnecessary paperwork. The Shipping Documentation 
Subcommittee of the Maritime Administration is now conducting a study to 
determine if some relief can be given to the industry, which would result in a 
reduction of overhead cost as well as great efficiency in expediting shipments. 


(The attachments accompanying this statement follow :) 
ATTACHMENT (A) 


THE CHALLENGE OF FOREIGN COMPETITION IN WORLDWIDE MARKETS 


1. U.S. producers are meeting intensified competition from abroad, both in 
domestic and foreign markets. 

2. Lack of sufficient excess of exports over imports has result in deficits in 
our balance of payments. 

3. Other important factors bringing about deficits are— 

(a) Goverment aid to foreign countries. 
(b) Military spending abroad. 
(c) Private investments in foreign areas. 

4. Things that business and Government can do to meet foreign competition. 

(a) The role of individual businesses.—Substantial action by individual 
firms is necessary to meet the challenge of foreign competition. They must know 
their markets; they must offer a product that is in demand; they must price it 
competitively, and they must provide terms and services that match those offered 
by their competitors. 

(b) The Government’s role—The American Government can be very helpful 
in the search for new foreign markets. Many committees have been formed 
both a national and regional basis to mobilize American business for an ex- 
pansion of exports. Further, the Department of Commerce and the Depart- 
ment of State have already taken active steps in exploring both the need and 
possibility of developing export markets. 

5. The American Government can also be helpful in furthering the removal 
of barriers to the entry of American products into foreign markets. In many 
countries, tariffs, quotas, currency restrictions, etc., still survive from the period 
of dollar shortage abroad. The State Department can probably be very helpful 
in removing these roadblocks. 

6. Labor unions must be forced to realize that ever-increasing wage rates 
will cause American goods and commodities to be priced out of competitive 
world markets. It is interesting to note that American prices of capital goods, 
which are among our principal exports, have risen faster than prices in compet- 
ing countries. A recent survey made by the Worthington Corp. provides the 
following audited figures which show the cost of producing three identical items 
in its domestic and its European plants: 


Manufacturing costs (5-year period) 





Percent 
1953 1958 increase or 
decrease 
Small-size centrifugal pump: 
United States... .........-..--- Aca takduescedbedtubdb aks anbibue $244. 96 $348. 55 +42. 3 
SE Rn dedi ka ein wac bomkinims Se ee 148. 96 140. 57 —5.6 
Large-size centrifugal pump: 
ON a 719. 11 1,072. 19 +49.1 
BAMORG. 0-22 -- = ~~ n-ne nsec sarc ncw essence -seceoweseseseeue 384. 90 376. 32 —2.2 
Medium-size air compressor: 
I ic cmencneeencepadsteieapeget~<ikpibeeneeens=s 4, 178. 88 5, 649. 32 +35. 2 
SND Fi avtige in seecdbivdnencdscosscecponeqeeks=KGeberpeasatsencs 2, 230. 99 2, 166. 56 —2.9 





The continuous upward pressure of labor costs has damaged our economy 
both internally and in competition with foreign economies. Probably, the only 
effective manner of dealing with it is by the reduction in the monopolistic power 
of labor unions. Failure to mect the constant challenge can only result in ulti- 
mate disaster. 
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ATTACHMENT (B) 


Appress By F. Les_iz De LA HoussAyeE, ASSISTANT TO THE PRESIDENT, DELTA 
LINE, MISSISSIPPI SHIPPING Co., INC., BEFORE THE ROTARY CLUB OF LAFAYETTE, 
La., ON DECEMBER 1, 1960. 


The United States, insofar as world trade is concerned, is today facing the 
gravest problems of the 20th century. These problems are being felt by manu- 
facturers of U.S. goods and commodities; by exporters and importers of goods 
and commodities; by banking institutions engaged in financing foreign trade; 
and by transportation facilities in foreign trade such as, oceangoing ship- 
ping, etc. I am speaking of worldwide competitive problems. Competition 
for the sale abroad of American-made products and competition for the car- 
riage of goods and commodities entering the waterborne commerce of the United 
States. 

For A Bit or HIstory 


After World War II, Europe had been written off as an old, worn-out, and 
decadent civilization. Her economy had suffered the ill effects of two wars; her 
political divisions were weak and ineffective, and her whole social climate ap- 
peared very dull. In the United States and around the world experts were 
saying that at least a generation would be needed for Europe to get back on its 
feet. 

Let’s see exactly what happened ! 

The Marshall plan started the ball rolling in Europe. But let’s not forget 
that European energy and resourcefulness that had been temporarily dormant, 
suddenly became very active again. 

At the time Winston Churchill, Jean Monnet, Robert Schuman, and others in 
Europe were talking about a United States of Europe. However, they realized 
that a substantial barrier had to be broken through in order to achieve such a 
goal—the barrier being, as they said, “How would European nations react to- 
ward waiving traditional sovereignty ?”’ 

But, finally six nations got together and formed the European Common Mar- 
ket or the European Economic Community by means of the Rome Treaty of 
1957. The member countries are Germany, France, Italy, Belgium, Luxembourg, 
and the Netherlands. They had agreed to relinquish political sovereignty in 
order to bring about a higher level of prosperity by reaping the benefits of freer 
trade. 

How does the Common Market really work? 

As of prime importance, the Common Market has set a customs union, which 
is an area free of all trade barriers, among the six member countries. These 
six countries have agreed to do away with all tariffs and import quotas. At the 
same time these countries have a common external tariff and trading policy to- 
ward the rest of the world. Both of these adjustments are intended to be 
gradual and are to be implemented over a 12- to 15-year transition period. 

The Common Market goes further than establishing freer trade. It merges 
the economies of the member countries into one integrated unit. Besides 
goods and commodities, all services, labor, and investment capital will eventually 
circulate freely. 

Additionally, the Common Market places great emphasis on free and fair 
competition. A fair trade code was adopted in the treaty, including important 
rules, such as— 

(1) Outlawing governmental subsidies previously prevailing in some of 
the countries (shipbuilding). 

(2) Making illegal the dumping of surplus crops, goods, and commodities 
on the market. 

(8) Making competition a more potent force in insuring economic ef- 
ficiency in the entire market area. 

Now, let’s evaluate the Common Market as to its effect on international trade 
insofar as the United States is concerned. 

The size of the market is of prime importance. The six member countries 
have a population approaching 170 million, which just about equals the popula- 
tion of the United States. It is estimated that by 1975 the purchasing power 
of the member countries will just about equal that of the United States. 

Generally speaking, the member countries are heavy importers of raw mate- 
rials and heavy exporters of manufactured goods. At this point, we see that 
American business meets both a challenge and an opportunity. 
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Let’s first take a look at the opportunity. Over two-thirds of our exports to 
the Continent are made up of food and raw materials—such items as ores, 
basic chemicals, coals, grains, cotton, and tobacco. The Common Market Treaty 
provides that many of these products will, as they have in the past, continue 
to enter the six countries free of duty or under extremely low tariffs. Since 
Europe is neither self-sufficient in agriculture nor in raw materials, we can 
expect U.S. exports to expand to the area under study. 

Now, we have the challenge. In manufactured goods, particularly finished 
chemicals and machinery, American exporters will meet increasing competi- 
tion, not only in the market countries, but in worldwide markets, and also 
in our domestic markets. And this competition will come not only from manu- 
facturers operating on capital of the nations who are citizens and residents of 
the member countries, but also from U.S. capital that has moved in and is 
still moving in to take advantage of the new opportunities opened by the market. 
The total of U.S. private investment in Europe is estimated at $4.5 billion, 
which is about 300 percent higher than in 1950. 

The question at this time is—are we still competitive and will we continue 
to be? 

The answer is that we must. Many experts say that we must buckle down 
to the real job of cutting costs in order to remain competitive; that we must 
exert greater efforts in creating more effective sales programs throughout 
the world; and that we must continue to produce better products than our 
foreign competitors. This sounds like very solid thinking, and as proof, let’s 
take a look at the economic progress that has been made by the three major 
countries in the Common Market bloc; namely, France, Germany, and Italy. 


FRANCE 


France is forging ahead at a rapid rate. France’s comeback under General 
de Gaulle has been amazing. Productivity is on a definite upward trend. Ex- 
ports continue to rise and are now booming to the United States, whereas im- 
ports from the United States have been downward each year since 1957. 
Foreign investments are rising sharply. U.S. direct investments in France 
are estimated at $600 million. By and large, France’s future appears very 
bright. 

GERMANY 


Germany has developed the most buoyant and surging economy of any 
country in Europe and possibly the world. Since 1945, year after year, new 
records have been achieved in German output, global trade, domestic sales, 
international reserves, etc. Germany today is better off economically than 
ever before. Germany’s global trade surplus has topped the $1 billion mark 
during each of the past years. German exports to the United States have 
been increasing steadily since 1957, and, imports have been declining steadily 
during the same years. All in all, Germany has great economic stability and 
has already become a strong rival in all contests for world markets. 


ITALY 


Italy is booming and foreign trade is at record levels. U.S. exports to 
Italy are on the way up again after dipping in the years 1958 and 1959. How- 
ever, our imports have been rising at an equal ratio. Italy’s future, tradewise 
and economywise, appears very bright. 

I believe that the facts presented here are sufficient evidence to conclusively 
prove that we are facing stiff competition from the Common Market. 

I might mention that, besides the Common Market countries, but not in 
an equal degree, we face strong competition from the countries that are mem- 
bers of the Buropean Free Trade Association, which are, namely: The United 
Kingdom, Austria, Denmark, Norway, Portugal, Sweden, and Switzerland. 
By and large, their fundamental rules and principles closely parallel the 
Common Market. This association became effective on July 1, 1960. 

We have taken a brief look at the world situation, so now, let’s take a look 
at the steamship industry, the major vehicle in world trade, in order to see what’s 
happening to vessels flying the American flag and just what are their major 
problems. 
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During World War II the United States built the greatest merchant fleet 
the world has ever known. We built this fleet at tremendous cost—it included 
ships to be used by ourselves and also by our allies. 

Just before the war, with the passage of the Merchant Marine Act of 1936, 
the United States adopted a strong policy to insure that we would maintain 
a substantial merchant fleet—a fleet that would provide for international 
commerce and national defense. 

From an economic standpoint, the free world is our market and is an area 
in which we are meeting ever-increasing competition. We all know that if 
we are to compete vigorously for foreign markets, we must, at least, carry some 
of our exports in U.S.-flag ships. We certainly cannot gain international pres- 
tige by relying on foreign-flag shipping. American business, in many ways, 
actually depends on American shipowners to assist them in foreign promotional 
activities. 

It is clear that American businessmen are becoming increasingly international 
minded. In the past, we must admit that many or probably most American 
companies regarded foreign markets as a secondary outlet for their products. 





Asa result, many markets received secondary attention. 

Things are changing rapidly. Many of the Nation’s topflight executives are 
constantly traveling abroad to make determinations as to what must be done 
to develop stronger and more substantial markets for American products. 

Our group, the Committee of American Steamship Lines, has 15 members. 
Although trade trends have been unfavorable during the past few years, we 
are convinced that U.S.-flag shipping will soon regain its top position on the 
high seas. We are backing our conviction by undertaking, in partnership with 
our Government, the greatest ship replacement program ever launched in peace- 
time by the steamship industry of the United States. The program calls for 
a total of some 300 vessels, to be built in American shipyards at a total cost 
of $5 billion. 

These 300 ships, cargo and passenger vessels, are designed and built to fur- 
nish the best in commercial service, and further, they are constructed for use 
as essential carriers of troops and material in times of war or emergency. 

All of these ships must be built in American shipyards, which is in compliance 
with the Merchant Marine Act of 1986. Under this act, the Government pays di- 
rectly to the shipyards the difference in cost between building a comparable 
ship in low-cost foreign yards and in a selected U.S. yard. The act requires 
American operators to build their ships in American yards using American 
materials. This program is absolutely necessary if we are to maintain and sup- 
port an adequate U.S. shipbuilding capacity and the needed skills for peacetime 
and defense needs. This aid is called construction subsidy. 

Now, let’s take a brief look at operating subsidy, which is paid directly to 
the owners and operators of vessels under the terms of the 1936 act. This 
subsidy is paid for the purpose of placing the U.S.-flag operator on a parity with 
his foreign competitor or competitors operating on his trade route. This sub- 
sidy is calculated separately for each of four items that are classified as sub- 
sidizable; namely, crew wages, crew subsistence, vessel repairs and maintenance, 
and insurance. This subsidy positively does not guarantee a profit for the 
American operator. Without cargoes and passenger revenue, he cannot live. 
Like his foreign competitors, he must have revenue. 

So, we now come to the most important problem facing us at this time. 
Our exporters and importers generally, have placed very little emphasis re- 
garding the nationality of vessels moving their goods. They have not been 
subjected to the same nationalistic pressures exerted upon exporters and im- 
porters in foreign countries. They have really been lackadaisical about the 
entire matter, and this is what has happened, as a partial result: 


Percentage of U.S. waterborne commerce carried by U.S.-flag vessels on exports 
and imports 
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Without going into more detail, it is obvious that the American merchant 
marine is really suffering. 

And while all of this is happening, our balance of payments are becoming 
more and more unfavorable. In 1959, even though American-flag vessels carried 
on 11.3 percent of the waterborne commerce of the United States, they earned 
or avoided disbursement in foreign exchange balance of roughly, $1 billion. 
Thus, if we had not had an American merchant marine in 1959 our balance- 
of-payments deficit would have been $5 billion instead of $4 billion. That ship- 
ping plays a very important part in international economics is very obvious. 

We, the merchant marine, vitally need the immediate assistance of Amer- 
ican business. And, we deserve it because our freight rates equal the rates of 
our foreign competitors; our ships are just as fast and modern; our cargo- 
handling facilities are equal to those of any foreign operator; our shipping 
schedules are tight and reliable; our employees ashore and afloat are citizens 
of the United States who depend upon us for employment. (And, speaking of 
the latter point, let me mention that the millions of dollars annually expended 
in salaries and wages of people engaged in shipping have a substantial favor- 
able effect on our economy. ) 

As of particular interest regarding the economy of Louisiana, I would like, 
at this point, to mention that our company, the Mississippi Shipping Co., is an 
owner and operator of steamships engaged in foreign commerce on 2 trade 
routes: namely, trade route 20, which covers the United States/Gulf-east coast 
of South America range and trade route 14(2), which covers the United States 
Gulf-west coast of Africa range. The company operates a total of 13 vessels 
on the 2 trade routes—7 cargo and 3 cargo-passenger combination vessels on 
the South American route and 3 cargo vessels on the west African route. 

Principal foreign countries served on the South American route are Argentina, 
Brazil, and Uruguay. 

Principal foreign countries served on the west African route are French West 
Africa, Liberia, Ivory Coast, Nigeria, French Cameroons, Gabon, Moyen Congo, 
Angola, ete. 

Principal Louisiana ports served on both trade routes are New Orleans, Baton 
Rouge, and Lake Charles. 

Principal exports and imports handled on the South American route are as 
follows: 

Exports Imports 
Agricultural implements and machinery Coffee 
Roadbuilding machinery and equipment Quebracho 
Oil well drilling machinery and equip- Casein 


ment Lumber 
Other industrial machinery Canned meats 
Carbon black Brazil nuts 
Fertilizers 


Petroleum products 


Principal exports and imports handled on the west African route are as 
follows: 


Exports Imports 
Petroleum products Coffee 
Rice Rubber 
Flour Fishmeal 
Industrial machinery Manganese ore 
Asphalt Logs and lumber 
Road construction machinery 2alm oils 


At the present time, we employ about 800 seagoing and 230 shore personnel, 
or a total personnel count of 1,030. 

From the foregoing facts it is very obvious that our company does play a 
substantial role in the economy of our State. Along the same lines of thinking, 
the U.S. merchant marine plays a substantial role in the economy of our Nation. 

So, to you, the American businessman, I say that an adequate merchant 
marine, privately owned and privately operated is essential to our national de- 
fense ; to the promotion and protection of American interests in world trade, and 
to the effective implementation of our foreign economic policy. 
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ATTACHMENT (C) 


A SPECIAL STUDY ON THE SuBJECT OF TRADE PROMOTION, PREPARED BY THE 
MISSISSIPPI SHIPPING Co., INC., NEw ORLEANS, LA., FoR HON. CARLOS JUNI, 
SECRETARY OF COMMERCE, REPUBLIC OF ABGENTINA 

DECEMBER 3, 1960. 

Hon. CarLos JUNI, 

Secretary of Commerce, 

Republic of Argentina. 

Dear Mr. Juni: We have the honor to advise that the New Orleans Committee 
for Closer Argentine-United States Trade Relations is very active and is pres- 
ently engaged in an all-out effort directed toward the promotion of trade be- 
tween the United States and the Republic of Argentina. 

We are pleased to attach herewith pertinent statements that reflect the follow- 
ing information : 

(1) “International House and Its Principal Functions.’ 

(2) “International Trade Mart and Its Principal Functions.’ 

(3) “Dock Facilities jn New Orleans.” 

(4) “Principal Exports from the United States of America to Mexico, Central 
American Countries and the West Indies.” This statement is furnished for the 
purpose of evaluating the imports in the countries involved with a view of deter- 
mining just what the possibilities may be of reexporting Argentine goods and 
commodities that enter the port of New Orleans. 

(5) “A Description of Foreign Trade Zone No, 2—Port of New Orleans.” 

Mr. Secretary, you may be assured that we will continue to pursue very 
substantial efforts directed toward the further development of trade relations 
between the Republic of Argentina and the United States of America, and the 
ultimate results will strongly favor our hemispheric ties along the lines of 
political, economic, and social relations. 

Very sincerely yours, 


, 


, 


J. W. CLarK, President. 


(1) INTERNATIONAL HOUSE AND ITs PRINCIPAL FUNCTIONS 


International House of New Orleans is a well-known, nonprofit, civic organiza- 
tion dedicated to the advancement of world peace, trade and understanding. 
It began in 1943 when many prominent New Orleans businessmen saw the port of 
New Orleans booming under the artificial stimulus of war and realized that this 
would taper off after World War II as it had following the First War unless 
protective steps were taken. 

In 1939 plans were launched for a Pan American Fiesta and the establishment 
of a permanent trade center. Civic and business leaders pursued this thought 
until plans were well advanced and had received the endorsement of Cordell 
Hull, the then Secretary of State, and many other national and international 
leaders. 

International House was formally opened in June, 1945, thus making a reality 
of a unique venture into international relations at a community level. Business- 
men arriving in New Orleans to do business were given guest-membership cards, 
instantly making available to them the gracious diningrooms, lounge, private 
office space complete with bilingual secretarial service if needed, a world trade 
reference library with a trained research staff and guidance by experts in 
foreign trade who also provided trade contacts and information on purchasing, 
selling, and shipping. 

Shortly after International House opened its doors, its leaders created a world 
trade development department, one of three principal departments now operat- 
ing. Within a few year this department became a virtual clearing house of 
trade information. It began by writing to chambers of commerce, trade organi- 
zations, business associations and export-import firms all over the world, finding 
out what items were available in export trade and what items and raw ma- 
terials were desired as imports. As its files developed, the needs of exporters 
and importers all over the world were broken down by countries and com- 
modities. This information was passed to all interested persons who requested 
it. Thus International House began to put exporters in touch with importers, 
free of any charge, and with the only reward the possibility of cargo moving 
through New Orleans. Not content with restricting its trade contacts to 
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written correspondence, this department set up a program to send representa- 
tives into the midcontinent area of the United States to personally contact 
businessmen in an effort to stimulate the participation in export-import activi- 
ties of a larger number of American companies. 

Returning to International House, another key department is the inter- 
national relations department, a trouble-shooting division of International 
House. Its activities include arranging programs of activity for distinguished 
foreign visitors and visiting groups of foreigners, conducting the International 
House language classes and student program, arranging details for Inter- 
national House trade and travel missions, and a multitude of other services 
from bilingual baby sitters to purchasing a seagoing yacht for an Arabian 
Prince. 

To elaborate on some of these activities, International House, through its 
international relations department, handles arrangements for visits to New 
Orleans by heads of state, in this country by invitation of the President of the 
United States. 

International House, formally dedicated to world peace, trade and under- 
standing, is aware of the language barrier between peoples. Under the direction 
of the international relations department, approximately 200 students are 
studying four major languages in classrooms maintained at International 
House. 

Under the international relations department’s supervision, International 
House began a student exchange program which proved so successful through 
the years that International House was asked to take over the active ad- 
ministration of the Cordell Hull Foundation for International Education. 
International House entered into a dollar-a-year contract on January 20, 1955, 
and the student activities of International House were fused into expansion 
and administration of the Hull Foundation. 

The International House trade and travel missions, which are conducted 
periodically to other countries, are planned and managed by the international 
relations department. These missions, participated in by members of Inter- 
national House and their wives or other interested persons, allow Americans to 
become better acquainted with the historical, cultural, and economic back- 
grounds of the countries with whom we seek to foster better understanding 
and better trade relations. In turn, many of the countries visited have repaid 
those visits with delegations of their own and their programs of activity are 
planned by the international relations department. To date, there have been 
40 such missions sponsored by International House. 


(2) INTERNATIONAL TRADE MART AND ITS PRINCIPAL FUNCTIONS 


Civie-conscious businessmen and shippers, eager to build port trade, started 
in 1943 to set up International House, a trade and friendship center with a 
worldwide membership, which provides excellent club facilities, private offices 
for visiting businessmen, bilingual stenographers and conference rooms. Man- 
aging Director Charles Nutter runs the organization on dues paid by some 2,300 
members and from office rentals. Out of International House grew International 
Trade Mart. This is a five-story exhibit building and trade center where sellers 
from all over the world display their goods and take orders from buyers. Its 
President, William G. Zetzmann, receives no salary, nor is he paid for serving 
as chairman of the executive committee of International House. Only ITM 
managing director, Clay Shaw, and his staff are salaried. 

The trade mart, which celebrates its 10th anniversary next year and expects 
at that time to lay the cornerstone for a new building three times as large as 
the present one, is somewhat like a permanent trade fair. It is headquarters for 
three important trade groups: Mississippi Valley World Trade Council, which 
sponsors an annual world trade conference; the Export Managers Club of New 
Orleans; and for all foreign trade commissioners or attachés from other nations 
and States of the Midsouth area. It also houses the only U.S. passport agency 
in the Midsouth. 

The trade mart and port officials aim their sales broadside at traders through- 
out the world. But naturally the South American market is closer to home. 
With full development of the Latin American market, says President George 
S. Dindwiddie of New Orleans Public Service, Inc., “New Orleans may finally 
become the center of a full circle of markets.” 





SMALL BUSINESS EXPORTS AND THE WORLD MARKET 273 


(3) Dock FACILITIES IN NEW ORLEANS 


The port of New Orleans, owned and operated by the board of commissioners 
of the port of New Orleans, an agency of the State of Louisiana, is the largest 
single economic activity of the State. The port comprises a harbor frontage of 
Orleans Parish (County) and parts of Jefferson, St. Bernard, and Plaquemines 
-*arishes, totaiing 51.4 miles on the Mississippi River and 11 miles on the Inner- 
Harbor Navigation, or Industrial Canal. The latter connects the Mississippi 
River with Lake Pontchartrain. 

Essentially a general cargo port, New Orleans handles a large importation 
of sugar, blackstrap molasses, coffee, and bananas. Principal exports consist of 
vegetable oils, tallow, rice, grain, cotton, canned goods, petroleum and its 
products. 

Among the modern facilities of the port are the 8.22 miles of wharves; the 
Public Commodity Warehouse, covering 33 acres; Public Grain Elevator, with 
capacity of 7,122,000 bushels; Banana Conveyors and Terminal; one of the 
finest coffee terminals ; and Foreign Trade Zone No. 2. 

In this foreign trade zone goods of all descriptions may be landed, stored, 
manipulated, manufactured, processed (cleaned, canned, graded, packed, etc.) 
or reexported with no customs expense or formalities. Goods in the zone retain 
their foreign identity until they enter the customs territory. The seller may 
keep unlimited quantities of his goods in the zone, not entering them into U.S. 
commerce until he has made a sale. Equally important, he can assure the U.S. 
buyer prompt delivery, rather than waiting for an ocean crossing. 

There is also a fumigation plant. Since numerous imported items—tobacco, 
straw, cotton, seeds, bulbs—require vacuum fumigation before the entry into the 
United States, this plant is ideally located for the convenience of the importers. 

Twenty acres of storage and operating space with 62 storage “cubes” are 
available at the zone. Office space is available and manufacturing buildings 
can be built as needed. Railway tracks serve all existing storage and opera- 
tional acres. Modern mechanical equipment is available and labor is plentiful. 

The U.S. Army operates the New Orleans Army Terminal and wharves. Over 
these wharves flow huge quantities of the many types of material necessary to 
maintain our Armed Forces throughout the world. 

A large number of efficient and reliable forwarding agents and brokers are 
domiciled in New Orleans. Their names can be secured from International 
House, the chamber of commerce, or through Missouri Pacific traffic offices. 

The port of New Orleans is the terminus of railway systems that spread a 
network of nearly 50,000 miles of rails over the South, North, East, and West. 
Nine railroads serve New Orleans. These are: Missouri Pacific Railroad Co. ; 
New Orleans & Lower Coast Railroad Co.; Texas & Pacific Railway Co.; Gulf, 
Mobile & Ohio Railroad Co.; Illinois Central Railroad Co. ; Kansas City Southern 
Railway Co.; Louisville & Nashville Railroad Co.; Southern Railway Co.; 
and Southern Pacific Co. 


(4) PRINCIPAL ExPoRTS FROM THE UNITED STATES TO MEXICO, CENTRAL AMERICAN 
COUNTRIES, AND THE WEST INDIES 


MEXICO 
Animals, edible. 
Animal oils and fats, edible. 
Dairy products. 
Animal products, edible. 
Hides and skins, raw. 
Animal and fish oil and grease, inedible. 
Grains and preparations. 
Fodder and feeds. 
Vegetables and preparations, edible. 
Fruits and preparations. 
Rubber and manufactures. 
Vegetable oil, fat and wax, crude. 
Tobacco and manufactures. 
Miscellaneous vegetable products, inedible. 
Cotton manufactures. 
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Manmade fibers and manufactures. 

Wood manufactures. 

-aper base stocks. 

*aper related products and manufactures. 
Petroleum and products. 

Glass and products. 

Clay and products. 

Nonmetallic minerals. 

Iron and steel making, raw material. 

Tron and steel mill products, roll and FI. 
Castings and forgings. 

Metal manufactures. 

Aluminum ore. 

Electrical machinery and appliances. 
Power generating machinery. 
Constructing and excavating and mining machinery. 
Metal casting machinery. 

Metalworking machinery. 

Textile machinery, swing and shoe. 
Industrial machinery and parts. 

Office accounting and comptometer machinery. 
Printing and bookbinding apparatus. 
Agriculture machinery implements and parts. 
Tractors. 

Copper ore. 

Autos, parts, and accessories. 

Aircraft. 

Watercraft. 

Railway transportation equipment. 

Coal tar and products. 

Medicinal and pharmaceutical products. 
Chemical specialties. 

Industrial chemicals. 

Pigments, paints, and varnishes. 
Fertilizers. 

Photo projector goods. 

Musical instruments. 

Books, maps, and printing material. 


EL SALVADOR 
Grains and preparations. 

Petroleum and products. 

Metal manufactures. 

Electrical machinery and appliances. 
Industrial machinery and parts. 

Autos, parts, and accessories. 

Medicinal and pharmaceutical preparations. 


GUATEMALA 
Grains and preparations. 
Rubber and manufactures. 
Cotton manufactures. 
Petroleum and products. 
Iron and steel mill products. 
Metal manufactures. 
Electrical machinery and appliances. 
Constructing, excavating, and mining machinery. 
Industrial machinery and parts. 
Autos, parts, and accessories. 
Medicinal and pharmaceutical products. 
Chemical specialties. 
HONDURAS 
Grains and preparations. 
Cotton manufactures. 
Metal manufactures. 
Autos, parts, and accessories. 
Chemical specialties. 
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NICARAGUA 
Cotton manufactures. 
Industrial machinery. 
Autos, parts, and accessories. 
Chemical specialties. 

COSTA RICA 
Grains and preparations. 
Cotton manufactures. 
Metal manufactures. 
Electrical machinery and appliances. 
Autos, parts, and accessories. 
Chemical specialties. 

REPUBLIC OF PANAMA 

Grains and preparations. 
Tobacco and manufactures. 
Cotton manufactures. 
Manmade fibers and manufactures. 
Paper, related products, and manufactures. 
Metal manufactures. 
Electrical machinery and appliances. 
Industrial machinery and parts. 
Autos, parts, and accessories. 
Watercraft. 
Medicinal and pharmaceutical products. 
Chemical specialties. 

CANAL ZONE 


Electrical machinery and appliances. 
Medicinal and pharmaceutical products. 


BERMUDA 
Medicinal and pharmaceutical products. 


BAHAMAS 
Metal manufactures. 


JAMAICA 
Grains and preparations. 
Petroleum and products. 
Industrial machinery and parts. 
HAITI 


Grains and preparations. 
Cotton manufactures. 
DOMINICAN REPUBLIC 
Grains and preparations. 
Rubber and manufactures. 
Cotton manufactures. 
Paper, related products, and manufactures. 
Petroleum and products. 
Iron and steel mill products. 
Metal manufactures. 
Electrical machinery and appliances. 
Constructing, excavating, and mining machinery. 
Industrial machinery and parts. 
Tractors. 
Autos, parts, and accessories. 
Medicinal and pharmaceutical preparations. 


o 


TRINIDAD 
Grains and preparations. 
Constructing, excavating, and mining machinery. 
Industrial machinery and parts. 


WORLD MARKET 
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Foreword 


The businessman who wants to sell more imports 
in the U. S. Market, or who wants to reach other 
parts of the world at a competitive advantage, will 
find Foreign Trade Zone #2 a most helpful facility. 

The key to the vast markets of the entire Mid- 
Continent area of the United States, the Western 
Hemisphere, and the rest of the world is the Port 
of New Orleans. From this port, lower inland freight 
rates enable shippers to reach half the United States 
at lower cost than through other ports. 

New Orleans, a natural distribution point, offers 
the added advantage of Foreign Trade Zone #2. 

Similar in purpose to the free ports of Europe, the 
Zone operates under grant of authority of the United 
States Government to the Board of Commissioners 
of the Port of New Orleans, an agency of the State 
of Louisiana. 

In addition to geographic advantage, New Orleans’ 
Foreign Trade Zone offers many unusual advantages 
that mean better products at lower delivered cost. 
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Zone spells profits for 
alert businessmen 





And as for you, your imagination and the Foreign N 
rts Trade Zone can make a team to stagger the stoutest 0 » ‘ 
aie competition. The Zone can achieve great economies Gy 
i for you if you can dream a little, plan a little, dare 
- a little. 
ly. Without an active imagination to utilize the Zone 
id- to suit your needs, it’s only a fenced-off section of 
‘mm the Port of New Orleans, OUTSIDE THE UNITED 
ort STATES for commercial purposes. 
ht Only. did we say? Think of the advantages to your 
tes business of a spot right in the most strategic loca- 

tion to supply half the United States; where you can 
rs bring foreign goods, store them, process them, repack 
them, re-export them, or treat them in almost any 
a way you can imagine WITHOUT CUSTOMS EN- 

TRY AND WITHOUT THE PAYMENT OF DU- 
ed TIES OR FURNISHING OF BOND. You pay duty 
as only when the goods move from the Zone into the 
ite United States, and then only for the amount you 

move in. 
1s” It means substantial savings because you don’t pift 
es out cash for duty when the goods arrive. Hold part 
st. in the Zone until you have a buyer, then withdraw 


what you need. If your exports need processing that 
results in loss or waste, do the processing—cleaning, 
sorting, drying, mixing—in the Zone and pay duty 
only on the saleable product left. You may relabel 
merchandise in the Zone for several markets, or 
bring it to the Zone by the gross and send it to dif- 


ferent markets by the dozen. 
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Here’s how some businessmen 
are using the Zone 


There is no definite rule, or single service, which 
tells how to use the Foreign Trade Zone profitably 
for any given business. Imagination and _ business 
acumen play an important role. The value of Foreign 
Trade Zone #2 to businessmen can best be shown 


by reciting how it is presently used by others: 


1. For example, one shipper brings cotton 
from Brazil to Foreign Trade Zone #2. Here 
he has it fumigated in the only vacuum fumi- 
gation plant on the Gulf Coast—the only one 
in any U. S. foreign trade zone. Then he sends 
the cotton to Cuba, which requires fumigation 
of imported cotton, but has no fumigation 
plant. Neither have the Brazilian export cen- 
ters. This shipper is taking advantage of mod- 
ern Zone facilities, yet he pays no U. S. duty 
since the cotton doesn’t go to U. S. markets. 
2. Several firms import Brazil nuts in bulk 
by the ton. In the Zone their workers spread 
the nuts to dry and cull out the bad ones. In 
time for Thanksgiving and Christmas, the nuts 
are packaged and shipped all over the United 
States. The Customs duty? About three-fourths 
of what it would have been on the undried, 
unsorted nuts. And the shippers save still more 
on their inland freight charges. 

3. Another imaginative businessman has built 
a modern dry kiln in the Zone. He dries im- 
ported lumber before shipping it to Mid-Con- 
tinent destinations; saves 20% on_ inland 


freight rates. 
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4. A large operation ideally suited to the 
Zone involves a vast department store chain 
with outlets in Latin America as well as 
throughout the United States. This company 
receives all kinds of imports from more than 
a dozen countries. Because they buy in large 
quantities and consolidate all foreign purchases 
at New Orleans, this company can quickly 
send small amounts as needed to any, or all, 
their stores. Duty is paid only on the goods 
sent to their U. S. stores. The company saves 
substantially on duty, on interior transporta- 
tion, and on local inventories. 
5. One Zone user asks Customs to determine 
duty charges before actually withdrawing bi- 
cycles from the Zone for domestic sales. If the 
rate of duty should rise, he still pays the rate 
that was in effect the day he asked for the de- 
termination of duties. He knows his exact cost 
in advance. 
6. A domestic distiller sends whiskey for ex- 
port to the Zone as soon as it is bottled. No in- 
ternal revenue or State taxes are paid, yet the 
whiskey can remain in the Zone until shipped 
overseas. Internal revenue articles are consid- 
ered exported when deposited in the Zone. 
7. A woman on vacation recently flew to 
Jamaica for a holiday. Rather than carry all 
her purchases back, she sent them by econom- 
ical ocean freight consigned to herself in care 
of the New Orleans Foreign Trade Zone. Later, 
she picked them up at her convenience. 
Nobody showed these successful business- 
men exactly how to use the Zone to their spe- 
cial advantage. They analyzed their foreign 
trade problems, studied the Zone, and worked 
out profitable solutions. 
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Strategic location is just one 
advantage ‘Via New Orleans” 





51% 3 ' 
New Orleans is the gateway to the vast Mid-Con- 


tinent area of the United States, and it is the Mid- 

Continent’s link with the rest of the world. In the 
[ L Is I U. S. Mid-Continent, the port’s natural trading area, 

51% of the nation’s people live, 45% of its products 
™ A are manufactured, 57% of its minerals are mined, 
63% of its farm income is earned and 48% of its 
retail sales are made. 

The port is served by eight trunk line railroads, 
eight scheduled airlines, 46 truck lines and 50 barge 

eg ; f> lines. From it radiate 50,000 miles of railway track, 
/ 15,000 miles of barge routes and a vast system of 

excellent highways. All these tie the producing and 
57% manufacturing areas of the Mid-Continent to New 
Orleans. 

To sell goods to customers in Chicago, Denver, 
Dallas, Kansas City. Minneapolis or many other 
major U. S. cities, New Orleans offers the advantage 
of lower inland freight rates. These important freight 
savings mean lower delivered prices, higher mark- 
ups and larger volume. 

Nearly 4,000 ships from sea call at the Port of 
New Orleans each year, providing regularly sched- 
uled service to all parts of the world. Their import 
and export cargoes are valued at $1,.500,000,000 
yearly, representing 10,000.000 tons. 

Foreign Trade Zone #2 is an integral part of this 
major world port. 





{ 








SMALL BUSINESS EXPORTS AND THE WORLD MARKET 283 


The Zone is flexible to your needs 


The area of Foreign Trade Zone #2 has been enlarged to include ap- 
proximately 25 acres. Further expansion is possible. Most of the area 
is paved, with approximately 50% under roof, utilizing the most modern, 
fireproof storage methods. 
! The wharf provides 1008 feet of berthing space parallel to the Missis- 
; sippi River, the principal port area at New Orleans. It offers a concrete 

apron 45 feet wide with double marginal tracks for direct ship-to-rail or 
5 rail-to-ship operations. 

Cargo unloaded anywhere in the port, or at the airport, may be trans- 
ferred to the Zone via bonded carriers, maintaining its foreign identity. 


mowectanetetial 
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Check the many advantages 
for Your business 


FOREIGN TRADE ZONE #2 
1. An opportunity to land and store your imports 
without Customs worries—no duty, no bond. Your 
property is protected around the clock by U. S. Cus- 
toms guards, at no cost to you. 
2. An opportunity to process your goods to obtain 
lower duties or lower freight charges. 
3. A central location for reaching U. S. and world 
markets. Half the U. S. is reached through New 
Orleans more economically than through other ports. 
4. Customs savings. You may re-label or re-mark 
merchandise in the Zone, avoiding the fine assessed 
on improperly marked goods reaching Customs ter- 
ritory. You may withdraw a sample to learn how 
Customs identifies your product avoiding later dif- 
ferences of opinion. 
5. Duty savings earned by discarding substandard 
goods, impurities, waste, etc. 
6. Duty savings earned by not paying for shrink- 
age, evaporation, seepage, etc. 
7. Duty savings earned by permitted manipulation 
within the Zone. The rate of duty may be lower if 
your merchandise is disassembled before entry, or 
otherwise changed. 
8. Special processing may be done to upgrade your 
product to meet requirements of federal agencies. 
9. Insurance savings. You need insure goods only 
for their value plus ocean freight; not for value plus 
ocean freight plus duty plus taxes already paid. 
10. Capital savings. Your operating capital stays 


free longer because you won't pay duties until you 
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sell your goods. And if you re-export, you never tie 
up your money with drawbacks. : 
11. Overhead savings. Zone authorities will receive F 
your merchandise and store it, then release it to your li 


broker or forwarding agent, saving you expenses of As 

an office or special employees. ( SW {| 
orts 12. Import quotas do not apply in the Zone. You \ wy A | 
Your may import goods in excess of quota, hold them in | 
Cus- the Zone until the next quota period. { | ey 

13. Sampling is possible before paying duty. Buyers — an“. : 
tain can inspect your goods stored in the Zone. hy, 3] 


14. Negotiable warehouse receipts issued so you 


orld can borrow on your goods stored in the Zone. 
New 15. Reduced paper-work and fewer restrictions. 
orts. And no extra costs to offset the many advantages. 
nark 16. You may sell or auction your goods in the 
ssed Zone before paying duty or excise tax. 
ter- 17. You can change your mind. Maybe‘the U. S. 
how market is not receptive—so you ship your goods 
dif- elsewhere. 
18. No posting bond for missing documents. Keep 
jJard merchandise in the Zone until documents are found. 
19. A “breathing place” for distressed cargoes. In 
ink- the Zone you can salvage damaged goods to maxi- 
mum advantage while finding the best market and 
tion re-export later. 
r if 20. Ships’ stores, aircraft supplies, etc., may be 
or stockpiled at the Zone—free of duty or internal rev- 
enue tax—for use aboard ships or aircraft en- 
our gaged in foreign service. 
“ies, 21. Informal entries permitted. You may take out 
ynlvy goods worth under $250, and pay duty to Customs 
plus collector at Zone without additional requirements. 
22. No time limit. You may store indefinitely to 
tavs await the best market conditions. 
ai 23. Certain bonded merchandise may be trans- 





ferred to the Zone for export, cancelling the bond 
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or time limit applicable to the bonded warehouse, 

and making possible immediate recovery of taxes 

already paid. 

24. Immediate recovery of drawback on goods 

destined for export. 

25. No internal revenue or State taxes on export 

whiskey, wines or other liquors. It’s already ex- 

ported for practical purposes when put in the Zone. 
Check the advantages that pertain to your busi- 

ness, and add them up. They can mean the difference 


between profit and loss, or big profit and small. 


Federal laws aid 
foreign commerce 


Foreign Trade Zone #2 is a simple and con- 
venient place to do business, free from many gov- 
ernmental restrictions. Applicable regulations are 
made by the Foreign Trade Zones Board, the Federal 
agency created by Congress in 1934 to encourage 
foreign commerce through the establishment of For- 
eign Trade Zones. The intent of Congress, and the 
intent of regulations set up by the Foreign Trade 
Zones Board, is to make U. S. Foreign Trade Zones 
serve importers’ needs smoothly and effectively. 

Briefly, regulations of the Foreign Trade Zones 
Board state the types of merchandise and opera- 
tions permitted in the Zone, provide for the dispo- 
sition of merchandise in the Zone and deal with 
special problems. 

The Foreign Trade Zones Act, the Foreign Trade 


Zones Board Regulations and applicable Bureau of 


Customs Regulations are available in pamphlet form 
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from the Superintendent of Documents, U. S. Gov- 
ernment Printing Office, Washington 25, D. C., for 
twenty cents. 

Merchandise permitted: Foreign and domestic 
merchandise of every description may be brought 
into the Zone without being subject to U. S. Custom 
laws. Thus, you may treat foreign and domestic 
goods with equal ease in the Zone; combining them, 
using One to process the other, etc. 

Prohibited merchandise, such as subversive or 
immoral literature, narcotics, or lottery matter may 
not be brought into the Zone. Certain other mer- 
chandise is subject to conditional prohibition; for 
example, articles subject to permits for reason of 
economic or national security, or which may be 
reconditioned to bring them into compliance with 
the laws of various Federal agencies, such as the 
Department of Agriculture or Pure Food and Drug 
Commission. These articles may be brought into the 
Zone subject to requirements of the Federal agency 
concerned. In the Zone they can be upgraded to meet 
these particular requirements before actual importa- 
tion to Customs territory. 

There is no rule against bringing over-quota mer- 
chandise to the Zone where it may be stored for later 
entry to customs territory or re-exportation. 

Disposition of merchandise: Merchandise in the 
Zone may be exported, destroyed or sent into Cus- 
toms territory of the United States in the original 
package or otherwise. When entering the U. S. from 
the Zone, foreign merchandise (or domestic merchan- 
dise that has lost its identity) becomes subject to 
Federal law like all imported merchandise. 

Operations permitted: In the Zone, free from Cus- 
toms control and before payment of duty, merchan- 
dise may be stored, sold (including auctioned), ex- 
hibited, broken up, repacked, assembled, distributed, 
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sorted, graded, cleaned, mixed with foreign and do- 
mestic merchandise, or otherwise manipulated, or be 
manufactured into a finished product. 

Status of merchandise: Merchandise in the Zone 
is Classified by Customs as foreign or domestic, and 
as privileged or non-privileged. 

Privileged foreign merchandise is that on which 
duty has already been determined, but not yet paid. 
By asking for the determination of duties, the im- 
porter has protected himself against a possible rise 
in duties after that date, and has determined his final 
cost. Privileged domestic goods are supervised by Cus- 
toms so they will not lose their domestic identity in 
case they are returned to the U.S 

Non-privileged goods are still under Customs cus- 
tody but are not specially supervised to retain a par- 
ticular status, such as duty-determined or domestic. 

Retail trade: A permit must be obtained to sell 
domestic, duty-paid or duty-free goods brought in 
from customs territory. No other goods may be sold 
at the retail level. Wholesale sales are permitted. 

Hours of business: Customs and the Zone main 
tain business hours similar to those of private busi- 
ness for your convenience. However, the Zone 1s 
open 24 hours for your own operations, and you can 
arrange for overtime service from both Customs and 
the Zone when necessary. U. S. Custom guards are 
always on duty, protecting your merchandise. 

Private facilities: You may construct buildings or 
other structures or install your own facilities, in the 
Zone. It is designed to fit your needs flexibly by giv- 
ing you freedom to build what you need, or to lease 
existing space or to use public facilities on a com- 
modity basis at stated charges 

Zone authorities are responsible for maintaining 
in good condition public structures and facilities in 


the Zone. 
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Zone administration: Foreign Trade Zone #2 is 
operated, maintained and administered by the Board 
of Commissioners of the Port of New Orleans. The 
Foreign Trade Zones Board has control as outlined 
briefly above. The Bureau of Customs has various 
regulations designed to protect the United States 
revenue and security. Other Federal agencies have 
certain regulations pertaining to some imports, such 
as the Pure Food and Drug Administration and the 
Department of Agriculture. Finally, the Zone es- 
tablishes rates and practical operating rules. 

The Collector of Customs at New Orleans is a 
representative of the Foreign Trade Zones Board, 
and may call on other Federal representatives for 
advice. The manager of Foreign Trade Zone #2 is 
the executive of the Board of Commissioners of the 
Port of New Orleans. He should be contacted to 
answer your questions and help your planning. 

A customs broker can act as your agent and be of 
great help to you since he is familiar with all Customs 
rules and forms. A number of skilled customs brokers 
are at your service in New Orleans. 


Special facilities 
meet every need 


The entire area is served by rail, truck, barge and 
ocean vessel. Air freight facilities at Moisant Inter- 
national Airport tie in smoothly with the Zone for 
your maximum efficiency. Overhead cranes are avail- 
able in storage compartments. Fork-lift trucks, trail- 
ers and heavy-lift tractors, cranes and experienced 
labor are available. 

The vacuum fumigation plant is operated by the 
Zone. It is available to you at rates competitive with 
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other ports for treatment of cotton, seeds or any 
other commodity requiring fumigation as a condition 
of entry into the U. S. or any foreign country. 

Zone tenants may offer their facilities and services 
at a reasonable charge. These include a lumber dry 
kiln, a spice and seed reconditioning plant, an edible 
nut sorting Operation and an alcoholic beverage bot- 
tling plant. 

Packing specialists, freight forwarders, customs 
brokers, insurance and banking specialists, world- 
famous International House and International Trade 
Mart—whatever you need for efficient foreign trade 
—all are available at New Orleans, Mid-America’s 
major port. 


Here’s your chance 


To use Foreign Trade Zone #2, key to U. S. and 
world markets, write, wire, phone or see its manager 
right away. If you don’t, your competitor may—and 
he will find a distinct advantage to outprice and out- 
deliver you. 


You can beat him to the punch right now. 


Reasonable charges 
encourage Zone use 


Because your operation or commodity may be 
new, because it may offer a fresh challenge to your 
competitors, because it may be different from any 
other business under the sun, the manager of For- 
eign Trade Zone #2 wants to work out your plans 
with you for your best advantage. He can help you 
arrive at the most economical, efficient and imagina- 
tive way to handle your merchandise in the Zone. 


Some users of the Zone rent covered or open area 
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ny where they can construct their own facilities—a dry 
kiln, milling or sorting machines, a bottling plant— 
or where they can store, sort, grade or repack their 





as goods for later use. 

ry Others, who do not need space on a regular basis, 

le send their goods consigned to the Zone to be handled 

ad and stored on a commodity basis by the Zone itself. 
Covered concrete, fireproof storage cubicles can 

= be rented on lease arrangement. They measure 30 

d- feet by 100 feet by 26 feet high, permitting rapid 

de stacking to a height of two stories by means of over- 

” head electric cranes. 

‘7 Paved and unpaved open areas also rent under : 

lease arrangement at moderate rates. 

A few typical current commodity charges, subject to change with 
nd out notice, are: STORAGE HANDLING 
er UNIT MONTH _IN & OUT 
nd Alcoholic beverages, in cases 31-60 Ibs. $0.09 $0.12 
ute Bags, hand, leather or embroidered per cwt. 14 ao 

Barbed wire in reels per cwt. .07 .10 
| Beans, sacked per cwt. OS .08 
Canned foods in tins, in cases 
or cartons per cwt. 05 .08 
Cement, in bags per cwt. .03 0S 
Electrical appliances per cwt. 07 .09 
Instruments, surgical, dental, etc. per cwt. a2 BS 
be Kapok, sisal or ixtle, in bales per cwt. .08 12 
ur Machinery & machines, in boxes per cwt. 13 .20 
ry Pulp board per cwt. .06 12 
r= Scooters, motor per cwt. 1S .20 
ns Seeds, in cases or bags per cwt. .08 Al 
yu Vegetable oils in cases or barrels per cwt. .07 
a- Wool, raw or Angora, in bales 


or bags per cwt. .09 


Write for a quotation on your commodity! 
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Serving the heart of America 


To or from any location in the white area you can ship through 
New Orleans more economically than through Atlantic or Pacific ports. 
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ATTACHMENT (D) 
DEFINITION OF SHIPPING CONFERENCES 


Among the regular liners it is a universal practice to regulate competition be- 
tween competing lines by means of conferences. A conference is not a meeting of 
the representatives of competing lines but the name given to the group of lines 
which agree to hold such meetings at intervals and agree to abide by the agree- 
ments reached. 

As stated above the purpose of conference is to avoid the competition which 
would normally take place and which seriously impairs the earning power of all 
the lines concerned because of the low level to which rates are forced as a result 
of unrestricted competition. Competition may be and has been curtailed in 
several ways by agreement among the conference lines. 


ADVANTAGES OF CONFERENCES 


From the point of view of the shipping industry, conferences are indispensable 
to the stability and profitableness of the shipping lines. Without them, cutthroat 
competition for cargo would make it impossible for the business consistently to 
show a profit. It might appear that such competition would be a boon to ship- 
pers who would profit from the low rates at which competing lines would offer to 
carry their freight. It is apparent, however, that in the long run the shippers 
could not hope to profit from conditions which were unprofitable to the shipping 
companies. Unrestricted competition would make it difficult to improve the 
quality of service. Without profits new ships, terminal facilities, and steadily 
improving service to shippers would be impossible. The interests of shippers, 
after all, are as much at stake as are those of the shipping companies. 

It is true that the monopoly of transportation facilities which might be gained 
by conferences might theoretically place the conference members in so strong a 
position that they would tend to become indifferent to the needs of shippers. As 
a matter of fact, however, the method of eliminating competition by rate agree- 
ments now most commonly employed by the conferences does not eliminate com- 
petition between member lines for the patronage of shippers. There is still keen 
competition for business, but the competition does not take the form of rate 
cutting. This practice being forbidden by the conference agreement, the only 
method remaining to conference members to attract patronage is by the quality 
of service which they can offer. This sort of competition results in benefits to 
shippers. On the whole, conferences are a solution of the difficulties inherent 
in the shipping business. By rate-fixing agreements, the lines are able to secure 
sufficient remuneration for the service which they perform and thus are able to 
supply the quality service necessary to attract the patronage of shippers. 


Senator Lona. I saw Mr. Cocke enter the room awhile ago. We had 
called for you, Mr. Cocke, prior to the time you got here. We are 
delighted to have you with us. 

Mr. Cocker. Thank you, Senator, very much indeed. 

Senator Long. We are proceeding under a system whereby the wit- 
ness will summarize his statement, Mr. Cocke, and make himself avail- 
able for questions in connection with it. 


STATEMENT OF A. C. COCKE, VICE PRESIDENT, TRAFFIC DIVISION, 
LYKES BROS. STEAMSHIP CO., INC., NEW ORLEANS, LA. 


Mr. Cocke. I realize you are pressed for time, and I am, too, just 
having gotten back from a week in Washington last night. 

I am appearing before you in my capacity as vice president in charge 
of traffic of Lykes Bros. Steamship Co., Inc. Over the years we have 
tried to deal fairly with small exporters, as well as the big exporters. 
We think that the conference system, the conferences, properly po- 
liced—and I want to say this—that conferences are not all pure. These 
Investigations that you are familiar with, the Celler investigation, the 
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Bonner committee, have brought out inequities which we are trying to 
correct. 

We say this—that the conference system, and the tying-in system, or 
dual system, gives the small exporter the same, you might say, situa- 
tion as the big. exporter. 

Prior to the Shipping Act of 1916, a large shipper, by his volume, 
could get an advantage over a small shipper. The conferences, to a 
great extent—not 100 pere ‘ent—have corrected that. 

The Supreme Court, in its wisdom, knocked out the contract system. 
We think they were wrong. There was a moratorium declared by the 
Congress in the Merchant Marine and Fisheries Committee, and Sena- 
tor Magnuson’s committee—we got a moratorium, which now has been 
going on for 2 years. We think by conferences and by a tying-in sys- 
tem, a reasonably small exporter and importer is protected. “And we 
urge that this committee, your committee, Senator, look into this and 
try to assist, because we believe if conferences are cut out, the dual- 
‘ate system, the smal] exporter and importer is going to be more or 
less at a considerable disadvantage. 

Senator Lone. Thank you very much, Mr. Cocke. 

I wanted to get your reaction to this same question I asked pre- 
viously. In view of the wage differential in favor of Japanese and 
European manufacturers, and the low labor cost of many of the pro- 
ducing countries today, as well as their increased rate of moderniza- 
tion and mechanization, what is your view as to the possibility of our 
continuing our favorable balance of exports over imports which we 
have had since World War IT? 

Mr. Cocke. We are going to have a very difficult time in doing that. 

I recently returned from Japan, and the radios and the other equip- 
ment they are building over there, and the prices that they are charg- 
ing, means that our people are going to have great difficulty. 

Senator Lone. Actually, some of us are beginning to seek a solution. 
It seems to me, we make a mistake just to sit and wait until the prob- 
lem is upon us before we look for an answer to it. I believe we are 
going to have to start searching for an answer as to what we are 
going to do as first one foreign nation and then another becomes the 
low-cost producer, particularly when the differential is almost entirely 
in the wages. We have minimum wage laws and labor laws calcu- 
lated to help labor to get a much higher wage than labor gets in for- 
eign countries. I was just curious to get your reaction. 

Mr. Cocker. You are so right on that. It worries us immeasurably, 
particularly in our line of business. We, as I say, favor conferences 
where every line is on an equal basis. We have a situation—I think 
you would be very interested in this—in South Africa. The prinéi- 
pal lines are the American lines, the South African mere rchant marine 
has a line. They adhere to conference rates. They are willing to 
quote the same rates. They share in the business with us. 

Two years ago we had the entrance of a Jap: mnese line to south and 

east Afri ica. We maintain conference rates to the Far East. The same 

line is in the Far East Conference. But he is out of the conference 
to South and East Africa, and any rate we put in, he underquotes us 
10 percent. 

Senator Lone. In other words, he just has a standard quotation of 
10 percent less than any rate you put in? 
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Mr. Cocker. That is right. Sometimes it is larger than that. I 
saw the owner of the line, or the director, when I was out there. We 
had long talks. I told him we were just not going to sit down and 
lose the traffic to south and east Africa, and urged him to come in 
and play the game we were playing. His answer was—his final 
answer, “Well, give me a year to do as I damn please, and then I 
may join your group.” 

Senator Lone. I see. Meanwhile, he may have all your business. 

Mr. Cocker. Well, in the meantime he is cutting in and cutting in. 
And the last ship we had to South and East Africa, we sailed about 
one-third light. 

I think we have got to be more firm in our position. We have got 
to take steps to protect our own interests rather than let these people 
go further and further. They are getting back to the same situation 
that existed after World War I. 

Senator Lone. Well, the thought occurs to me that in your line 
of business, the Government starts out on the one hand by adopting 
policies which rightly or wrongly amount to a subsidy for en By 
adopting these policies, they then leave you in a position that they 
have to subsidize you, in order that you can stay on the high seas at 
all. You are competing with people that have ships that will do the 
same thing your ships will do, for the most part; at least the wage 
difference is so great you cannot compete with them. I suspect that 
one of these days our difference in higher labor costs is going to 
place us in a position that we may have to subsidize some of our 
exports, just as foreign nations are doing, if we are going to continue 
to keep the markets that we have. 

Mr. Cocke. Well, that is it, Senator. I think generally speaking 
the Federal Maritime Board has been very fair in their subsidy, 
which only goes so far. You can have all the subsidy you want for 
labor, repairs, shipbuildings, but if you don’t get the cargo you can’t 
sail the ships. And as good as our exporter friends are, and as good 
as the receivers are down there, if we charge a dollar freight rate, 
and another line charges 80 cents, you know who is going to get the 
business. 

Senator Lone. Yes. I am somewhat amazed that the Japanese 
line in competition with you would simply say no matter what rate 
you charge they are going to charge 10 percent less. 

Mr. Cocke. Of course, they don’t exactly say that, but that is what 
they do. In other words, for example, I will cite an instance to you. 

We have become a large coffee carrier from East Africa. Up to 3 
or 4 years ago there was very little African coffee brought in here. 
We built up the business. A Japanese line came in. Our rate was 
$39.50 a ton. There was no complaint about it. The first thing we 
knew the Japanese say to the shippers out there, “We will quote 
Lykes rate of $39.50, but we will give you a 25 percent rebate, pro- 
vided you give us so much revenue.” 

Well, they couldn’t get the guarantee of revenue, but finally they 
put in a $32.50 rate. We had to reduce it, to keep the gulf shippers 
on the same basis as the North Atlantic shippers to which territory 
this line was going. We cut our rate. It didn’t increase commerce. 
It just cut our revenue down $7 a ton. And we were barely at that 
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time having our head above water in that particular trade. We are 
losing money today. That made us lose a little bit more. 

Senator Lone. Thank you so much. 

Senator RanpotpH. How much less is a seaman on a Japanese ves- 
sel paid per day than a comparable position on our ships ! 

Mr. Cocker. I don’t have the exact figures, Sen: -_ but I would say 
that our seaman gets a base pay of $450, and a Japanese probably 
gets $30. But we get the subsidy—the difference between his line 
is considered in the subsidy arrangement with us. But regardless 
of the subsidy, when he cuts your freight rate 15 or 20 percent, as 
he sees fit, if you don’t carry the cargo, you cant’ sail the ships, and 
your subsidy doesn’t amount to anything. 

We are in this particular trade under our contract with the Govern- 
ment, and we have a minimum of 18 sailings a year with a maximum 
of 24. We have just been barely able to sail 18 ships. And some of 
those ships we would not have liked to have sailed if we could have 
gotten out of it, on account of the way the cargo was going. 

Senator Lone. Thank you very much. 

Mr. Purnam. If I may ask just one question. You are in a good 
position, Mr. Cocke, to advise us on trade barriers in different coun- 
tries of the world. Do you feel in general that our country gives 
more favorable treatment to foreign imports than most of the foreign 
nations give to our exports? 

Mr. Cocker. There is no question about it. May I tell you one little 
story ¢ 

I went out to Japan the first time in 1958, to make a survey in the 
Far East. Our agents out in Japan are American President Lines. 
We also have our own man there. Well, I was traveling around the 
country to see the receivers and try to influence goodwill for Ameri- 

van-flag vessels. And this manoninbite was about to break down. I 
hie “Why can’t you bring over a car from the States?” 

“The Japanese Government won't let us,” he told me—even to use 
as a conveyance for their office staff and people. Finally, after a yea 
and a-half they got a car over there. Whereas we, with a very er 
duty, will bring any Japanese vehicle to the States. 

Senator Lone. But I am informed also that in France, in addition 
to the tremendous tariffs that they place on American automobiles, 
which are fantastic tariffs, that they also put a quota on us that no 
more than maybe a couple of hundred foreign-made automobiles can 
be shipped into France. 

Mr. Cocke. In most countries that is a fact. I don’t know whether 
it is as far as France is concerned, because we carry very few automo- 
biles from the gulf on account of the fact that the automobiles are 
manufactured in territories where the inland freight is favorable to 
the North Atlantic. 

Senator Lone. Well, you and I, of course, are not the experts on 
this. We only know what we can learn from one source or another. 
My thinking is in a somewhat formative stage on it. But wouldn’t 
it seem to you that where a country has a major market here in the 
United States, and a very profitable market for any particular com- 
modity, and a commodity which we can buy elsewhere, or even manu- 
facture ourselves, that we should play that game with them, and 
place some restraints on their imports, unless they withdraw the re- 
straints that they are placing on ours? 
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Mr. Cocker. I don’t think there is any doubt about it. I think, to 
be perfectly frank, we have just been too easy over the years. 

Senator Lone. It seems to me that this applies to a country like 
France, with - imports of foreign automobiles she is putting in here, 
or Germany, « r Italy—and all of them are manufacturi ing some very 
good small sthomaltienait would be about time that this Government, 
either by law or by administrative decision, should tell those people 
that they will have to live by the same type of restrictions that they 
are placing upon us. My guess is that that would be an end to it, if 
we did that. 

Mr. Cocke. That is my personal view. I think, as I said before, 
we are just being tooeasy. We are giving and giving and giving, and 
we have not exerted any real effort totake from them. 

Senator Lone. Unfortunately, our negotiators at these interna- 
tional conferences in the past years have taken the attitude that the 
whole problem is that there are not enough foreign imports into the 
United States, and they never have taken the attitude that we had to 
fight for a market for our own products, to the extent that most of 
these negotiations have largely consisted of the United States making 
unilateral concessions without getting anything in return. If we just 
look around the corner, it looks to me that we are getting beyond that 
day. Perhaps we had better start training a new bunch of negotia- 
tors. 

Mr. Cocke. Well, sometimes you see how things go. And your hair 
just stands up. As you say, we give and give, but we don’t get any- 
thing in return. Our policy has alw: ays been 50-50 basis. We deal 
with France; we think a French ship is entitled to 50 percent of the 
traffic. The same thing with the Japanese or any othercountry. But 
it hasn’t worked out that way. 

As far as the Scandinavian countries are concerned we can’t sail a 
ship there, because every ton of cargo is instructed for their flag. 
We did et some business during lend- Tease. 

Senator Lone. If the law required that half of them be shipped in 
American bottoms, we would get that much. 

Mr. Cocke. I admire the Scandinavian countries very much. But 
you try to get business to Scandinavia on an American-flag vessel, 
and you don’t have a chance. But we, on the other hand, we not only 
say regarding the stuff we give away, we want them to have 50-50. In 
most instances, we permit those foreign governments to designate 
when and where that cargo is going to be lifted. 

But you might take a line that, say, in March needs a lot of cargo. 
That might be designated by this foreign company to his flag vessel. 
The next month you have all the cargo you want, and you don’t 
want it. So I think we have just been too easy, and I agree with the 
principle of 50-50 between nations. But it should be administered 
fairly, and our people should see that it is, and in many instances 
they have not. 

Senator Ranpoirn. Iam in agreement with Mr. Cocke. 

Senator Long. Thank you very much, Mr. Cocke. 

Mr. Cocxr. Thank you. 
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(The prepared statement of Mr. Cocke follows :) 


PREPARED STATEMENT OF A. C. COCKE, VICE PRESIDENT IN CHARGE OF TRAFFIC, 
LyYKEs Bros. STEAMSHIP Co., INC., NEW ORLEANS, La. 


I appear here today in behalf of Lykes Bros. Steamship Co., Inc., located in 
the Commerce Building, in New Orleans, La. My name is A. C. Cocke, and I 
am vice president in charge of traffic. 

We serve all classes of companies engaged in export or import traffic be- 
tween the United States and oversea areas. While our ships carry a limited 
number of passengers, we are primarily cargo carriers and in the normal 
course of business, we handle just about every type of cargo imaginable, in- 
cluding raw materials and finished products. Because our operations are 
centered along the Gulf of Mexico, our vessels normally handle large quantities 
of cargoes that are native to this particular area of the United States, particu- 
larly such cargoes as cotton, sulphur, rice, and phosphate rock. 

At the peak of our postwar operations in 1948, our gross revenue was 
$96,180,000 and we employed 851 shoreside office personnel. During the period 
since this postwar peak our revenues have been generally experiencing a steady 
decline. In 1952 gross revenue amounted to $78,644,000 and our employment 
totaled 774 people. In 1956 the gross revenue was $73,654,000 and we employed 
730 people. Continuing to decline, the 1958 gross revenue was $69,958,000 and 
we employed 742 people. Gross revenue in 1959 was $61,083,000, with a total 
of 736 people employed. We, of course, cannot tell exactly what our gross 
revenue will amount to in 1960 since many of our ships will not terminate their 
voyages for some time to come. However, we estimate that the gross revenue 
for the year will closely approximate that of 1959, with the possibility of a 
slight improvement in earnings. Employment is at 713. 

Our company was founded some 60 years ago and its original cargoes con- 
sisted primarily of export cattle moving from Florida and Texas ports to Latin 
America. From this early venture in cattle transportation, the Lykes shipping 
organization has experienced steady growth and expansion until it is today 
one of the Nation’s largest engaged in international trading operations, operat- 
ing exclusively a fleet of American-flag vessels. 

Lykes presently operates its ships over six of the Nation’s essential trade 
routes emanating from U.S. gulf ports as defined by the U.S. Maritime Admin- 
istration under the Merchant Marine Act of 1936. These six trades routes in- 
clude one to the Far East; one to south and east Africa; one to the Mediter- 
ranean and Adriatic, and to the Black Sea area when it is open to American 
shipping; one to continental European and Baltic ports; still another to the 
United Kingdom, and the sixth trade route to the Caribbean and West Indies. 

While Lykes’ earliest ventures in shipping involved the movement of family- 
owned cattle from Florida to Cuba, the present-day operations of the company 
cover the movement of cargoes of literally thousands of exporters and importers 
throughout the United States and abroad, including many small businesses as 
well as big businesses. Ours is an impartial operation, one that has been de- 
signed to serve the American exporter and importer, a policy which has never 
changed in the history of the company. We have constantly sought to provide 
adequate service to meet the needs of American shippers even though on occa- 
sion it has meant financial loss to the company. During the period of our 
operations, we have purchased many ships, all of them built in U.S. shipyards 
and manned by American citizens. The company’s original fleet of vessels was 
replaced by vessels built during World War II and immediately following, and 
today the company is engaged in still another ship replacement program calling 
for the construction of 53 new cargoliners at an estimated cost of $555 million. 
Five of these new ships are already in service and others will continue to enter 
service each year until the entire fleet has been replaced. All of these ships 
are built in American shipyards and manned by American seamen, and businesses 
in practically every State in the United States contribute labor and products 
which go into the construction of these vessels. 

The principal oversea countries served by our fleet include Japan, Korea, 
Formosa, the Philippines, Singapore, Hong Kong, Indonesia, Federation of 
Malaya, Vietnam and Thailand in the Far East. Our vessels formerly and 
regularly served ports on the Chinese mainland until this area was closed to 
American ships by our Government. In the Caribbean and West Indies area 
we serve principally Colombia, Venezuela, Trinidad, Puerto Rico, Dominican 
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Republic, Haiti and Cuba, the latter being off limits to American shipping be- 
eause of the unsettled international situation existing in that country at the 
present time. In the African trade our vessels serve the Union of South Africa, 
Mozambique, Tanganyika, Kenya, Southwest Africa and Madagascar. Princi- 
pal countries served in the Mediterranean and Adriatic areas include Morocco, 
Algeria, Libya, Israel, Lebanon, Syria, Turkey, Greece, Yugoslavia, Italy, 
southern France, and Spain. Our service to continental Europe and the Baltic 
includes the countries of France, Belgium, the Netherlands, Germany and Poland. 
Vessels in the United Kingdom trade serve Engiand, Ireland, Scotland, and Wales. 
In addition to ports in these countries at which we call regularly, our vessels 
serve many countries along our six essential trade routes whenever sufficient 
eargo justifies adding ports to our schedules. 

In the Far East the bulk of our business is to Japan, Korea and the Philip- 
pines. In the Caribbean and West Indies, our Puerto Rico, Colombia and Vene- 
zuela business represents the principal recipients of cargoes moving via our 
line. In the Mediterranean, the biggest volume of business is with Italy, Spain, 
Greece and Yugoslavia. In the United Kingdom, England represents the largest 
volume of our business. Continental Europe is represented by Germany, France, 
Holland, Belgium and Switzerland as the principal areas of cargoes moving from 
gulf ports; and in Africa, the Union of South Africa, British East Africa and 
Portuguese East Africa represent the bulk of our African business. 

Our only business is transportation. To render service to the American 
exporter and importer as well as our oversea customers, we maintain a net- 
work of our own offices centrally located throughout the United States and in 
all areas of our oversea operations. These offices are staffed with men who 
have made ocean transportation their business careers, and their daily func- 
tions include not only the solicitation of business for company-owned vessels 
but close liaison with businesses of every size and description, small and large, 
who are engaged in international trading or who are potential international 
traders, to assist them in many problems of transportation from inland points 
of origin to ultimate oversea destinations. We maintain our own foreign 
trade development division whose primary function is the development of new 
export-import business and whose efforts are devoted to bringing buyer and 
seller together in a constant effort to increase the flow of trade between the 
United States and oversea areas served by our vessels. This division’s serv- 
ices are particularly helpful to the small exporter and importer and the new- 
comers to the field of international trade. Another key function of our entire 
staff of traffic specialists is the constant watchfulness of rate structures to 
assure maintenance of reasonable freight rates so as to permit American export- 
ers and importers to engage competitively in oversea trading. 

In our constant pursuit to keep ocean freight rates at a level where the 
American importers and exporters we serve may compete effectively with 
foreign concerns, we find ourselves seriously handicapped today by a matter 
which Congress is trying to help us solve. I refer to the instabilities and 
uncertainties which now beset steamship conferences serving U.S. ports. 

As you gentlemen know, in 1916 Congress passed the Shipping Act. That 
statute authorizes ocean common carriers serving U.S. ports to agree among 
themselves on rates and certain of their competitive practices. Once these 
agreements are filed with and approved by the Government’s regulatory 
agency—now the Federal Maritime Board—exemption from the antitrust laws 
is granted to the parties to the agreement. 

Why did Congress give this antitrust immunity to ocean common carriers? 
The answer is simple. History prior to 1916 clearly established that since it 
costs about as much to run a ship empty as loaded, unless such shipping com- 
panies were permitted to regulate reasonably their competitive practices, they 
would engage in dog-eat-dog competition among themselves. Such competition 
had always resulted in preferences for favored shippers, particularly the large 
ones, unpredictable service and the charging of rates which varied drastically 
from day to day, thus placing the small exporter or importer at a great dis- 
advantage. Such uncertainties make it impossible for an importer or exporter 
to engage safely in the forward trading which is essential to healthy foreign 
commerce. 

In the main, the Shipping Act of 1916 has worked well. Our commerce 
has grown; our privately owned American Merchant Marine, though far from 
what it should be, is a thousand times better than it would be without that 
statute. But the Shipping Act is now almost half a century old. It is in need 
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of, and is receiving, a thorough review by three committees of Congress—the 
House Merchant Marine and Fisheries Committee, the Antitrust Subcommittee 
of the House Judiciary Committee and the Senate Interstate and Foreign 
Commerce Committee. 

One of the statute’s basic deficiencies is that Congress failed to spell out 
clearly that under certain appropriate circumstances steamship conferences 
must be permitted to enter into effective exclusive patronage contracts with 
shippers. Justice Frankfurter and two other members of the Supreme Court 
believed, as did almost all of the American shipping industry and the Federal 
Maritime Board, that Congress intended by the statute to permit conferences 
to employ such contracts in order to stabilize reasonably the service given 
and rates charged by conference lines, which are very beneficial especially to 
the small exporter and importer. Unfortunately, a majority of the Supreme 
Court thought otherwise; and, as a result, Congress found it necessary in 
1958, shortly after the Court handed down its decision in Federal Maritime 
Board v. Isbrandtsen Company, 356 U.S. 481 (1958), to enact moratorium 
legislation which allows the conferences using such-contracts to continue using 
them until Congress completes its current studies of steamship conferences. 

Clearly then, one of the things Congress must do at the earliest practicable 
date, if conferences and lines such as ours are to serve American exporters and 
importers as we should, is expressly to authorize steamship conferences to 
employ effective exclusive patronage or tying-in systems. 

Another thing American importers and exporters, and American-flag lines 
hope will come out of these congressional studies is greater legislative encour- 
agement of effective regulation of the conferences by the conferences them- 
selves. Ocean shipping is an international business. It is not unusual for a 
conference to have member lines flying the flags of a dozen or more nations. 
Because of the overlapping sovereignties thus involved, one government—even 
our own—can do only so much, and effective self =gulation of these conferences 
to the maximum degree possible is absolutely essential. The Shipping Act 
of 1916, however, leaves much to be desired on that score. With your help and 
the help of the other committees now studying the problem, Congress should 
be able to correct this situation and bring about much more effective self- 
regulation of the conferences than has heretofore existed. 

Finally, from the point of view of the American importer and exporter, may I 
leave with you this thought: whatever amount and form of U.S. Government 
regulation of steamship conferences Congress decides is hereafter appropriate, 
Congress must insure that that regulation will apply with equal force to foreign 
as well as American-flag lines. Lines such as our own subscribe wholeheartedly 
to the letter and spirit of U.S. antitrust and shipping. laws. Our company’s 
books and records are always available to the regulatory agency and committees 
of Congress. This is as it should be. At the same time, the basic regulatory 
statute—in this case, the Shipping Act—must be applicable to all flag lines 
serving the commerce of the United States. 


Senator Lone. Is Mr. C. L. Dupré in the audience? (No response.) 
Is Mr. Seaman here ? 

Will you take the witness stand, Mr. Seaman ? 

Do you have a prepared statement, Mr. Seaman ? 

Mr. Seaman. Yes. 


STATEMENT OF W. GAINES SEAMAN, VICE PRESIDENT, L. S. ISACKS 
LUMBER C0., INC., NEW ORLEANS, LA. 


Senator Lone. We will print your full statement in the record, 
Mr. Seaman, following your testimony, sir. You might summarize 
the statement for us now. We are proceeding under a basis whereby 
the witness will summarize his statement, and we will print the entire 
statement in the record. 

Mr. Seaman. Well, I represent one of the small exporters that Mr. 
Cocke was referring to, and I thank God we have the conferences to 
protect us on our freight rates. 
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The point I wanted to bring out on my statement to the committee 
I believe the committee was formed as a stimulus to small business to 
get into the export business. And my firm is a small business firm, 
in that we are a merchant exporter. Therefore, we must depend on 
sources of supply. We don’t manufacture any of the items we export. 
So in mentioning problems, our source of supply is our biggest. 

I pointed out in my statement that another main problem that we 
have is credit, and that is one problem everybody who goes in the ex- 
port business 1s going to have—how you find out just who can give you 
the information about your customers. We have ways of doing it, 
mostly through our agent. We have a commissioned agent in each 
foreign country we ship to. And we depend upon him to sell only 
well-rated firms. 

Senator Lona. Have you ever applied for any Export-Import Bank 
loans, or any guarantees ? 

Mr. Seaman. No, we have not. Frankly, we got the form, and it 
was too complic: ited. So we didn’t fool with it. “Besides, we wish we 
had had it in Cuba. I might add we were the No. 1 shipper in lum- 
ber from the United States for 3 years running, up until the time they 
put the embargo on. 

(Discussion off the record.) 

Mr. SkaAMAN. Senator Long, if you want to see a form, get one of 
these Corps of Engineer forms for set asides in small business. It is 
almost impossible to understand. They want to know the color of 
your hair. how many teeth you have, and everything else. It is just 
impossible for us to bid on it. 

Senator Lona. We didn’t come down to investigate that, but our 
committee works on just such sort of things. 

Mr. Putnam. Also, any Export-Import Bank forms to which you 
object ° 

Mr. Seaman. As I pointed out in my statement earlier, the most im- 
portant thing we think with our small business is personal contact. 
And anyone going into the export business must. understand he can’t 
sit back and expect to sell his product unless he makes personal con- 
tact, unless he knows the customers, knows what they look like, their 
habits, their customs. We ship throughout the Caribbean to Europe, 
South Africa, South America. We don’t ship to Latin America; we 
don’t ship to the Far East. 

Senator Lon’. We heard some talk this morning about these con- 
cerns who would go in the guarantee business, and guarantee all risks, 
that is the commercial risks, and then the Government would guarantee 
the political risk. It sounded as though that might have some pros- 
pects, and a couple of them were listed. I wonder if you have come 
into contact with any of those at all. 

Mr. Seaman. We have not. Some of them have approached us, 
but their fees were too high. 

Senator Lone. What kind of fees would they be? 

Mr. Seaman. A percentage of the commercial value, the f.o.b. value, 
of the merchandise. 

Senator Lona. Your feeling was by the time you paid the fee, there 
Was not enough to give youa fair profit ? ¢ 

Mr. Seaman. That is correct. 
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Senator Lone. From where you are sitting it is better to find your- 
self an agent in the foreign country who would know about the 
reliability of the people to whom you are selling ? 

Mr. Seaman. That is right—know how many Cadillacs he owns, 
things like that—his personal habits are also very important. 

Senator Lone. Suppose, for example, he has a history of desiring 
to pay his debts? 

Mr. SEAMAN. Yes, that is more like it. 

Senator Ranpotpn. The letter, which you have written to the 
committee, indicates that you have little confidence in the officials 
of the foreign governments, is that correct ? 

Mr. Seaman. I wouldn’t say that, sir. Actually, we have had no 
contact with any of the officials of foreign governments. 

Senator Ranpotpeu. You say here, at the 
I misinterpret what you said. 

Mr. Seaman. Oh, I beg your pardon. Yes, that is correct. A 
particular case of that is in Haiti. Our Government has poured mil- 
lions of dollars into the country of Haiti since World War II, and I 
go down there quite frequently. And I have asked why they have 
not improved conditions, where has the money gone? There is the 
main street of the city of Port Au Prince, with a 6-foot hole in it. 
I say what has happened to all the money the United States has 
given you? And they always point to the palace. So I am afraid 
that some of the money that our Government has given away has 
fallen into the wrong hands. 

Senator Lone. Maybe you are “afraid”—I am certain of it. 

Mr. Seaman. Does that answer your question, sir? 

Senator Ranpoteu. Yes. Where did you get your hardwood from? 

Mr. Seaman. From the Appalachian and the southern area. 

Senator Ranpoten. West Virginia ? 

Mr. Seaman. Occasionally. 

Senator Ranpoipu. That is the best. 

Senator Lone. We seem to be getting out of the hardwood business 
in Louisiana, so I won’t debate the point. 

Mr. Seaman. There is another statement, Senator—as I say, we 
are a merchant exporter; we must depend on a source. That is, we 
buy and sell for our own account. 

Now, I imagine the stimulus the committee would be offering to 
American small business would be to actual manufacturers, such as 
a baby food manufacturer, or a bed manufacturer, or a spring manu- 
facturer, some kind of fabricated steel manufacturer. And they are 
the ones you are trying to help get into the export business. 

Well, the thing about a merchant exporter is that he never has a 
fixed price, whereas a manufacturing exporter, such as a paint com- 
pany, such as a steel company, who do their own exporting, nor- 
mally have fixed prices. But the merchant exporter, who buys and 
sells for his own account, can never have a fixed price. You have 
to play the markets. 

As I pointed out, the biggest problem we have today in our busi- 
ness is a source. If we have the right source, the quality, the price, 
we are all right. 

Senator Lone. In your line of business, the source of supply is 
extremely important to you. 
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Mr. SEAMAN. That is the most important thing. For any mer- 
chant exporter that is going to be his big problem—that is, getting 
a source of supply. 

Senator Lone. Thank you very much, Mr. Seaman. 

Mr, Seaman. Thank you, sir. 


Senator Lone. Your prepared statement will be included in the 
record at this point. 


(The statement referred to follows:) 


PREPARED STATEMENT OF W. G. SEAMAN, VICE PRESIDENT, L. S. ISACKS 
LUMBER Co., INc., NEW ORLEANS, 

DECEMRER 1, 1960. 

U.S. SENATE SELECT COMMITTEE ON SMALL BUSINESS, 

Senate Office Building, Washington, D.C. 

(Attention: Mr. Raymond D. Watts, counsel). 


DeaR Mr. Watts: Thank you for your letter of November 14, and confirm- 
ing my interview with you and Mr. Wiley S. Messick at the Roosevelt Hotel 
on November 10, I am pleased to herewith give you my outline on the subjects 
discussed. 

W. Gaines Seaman, vice president, L. 8. Isacks Lumber Co., Inc., 1122 Rich- 
ards Building, New Orleans, La. 

My company is engaged entirely in the export business. We are merchant 
exporters who buy and sell for our own account. 

We only handle lumber, piling, poles, crossties, and flooring. 

During the Second World War, this company was owned and operated by 
the founder, Mr. L. S. Isacks, who in 1951 incorporated the business into the 
L. S. Isacks Lumber Co., Inc. During the war Mr. Isacks operated his business 
alone with one secretary. The writer joined Mr. Isacks after coming out of 
the service in 1946; in a couple of years we added another secretary, then a 
year later opened a branch office in Mobile, Ala. and added a fieldman to contact 
the mills; then a few years later added another man in the New Orleans of- 
fice, so that now we have six employees. Our sales have increased each year 
as we grew. We began to develop new markets that were dormant during the 
war years, and added new products since, as mahogany and creosoted poles, 
to our export business and this year added green untreated foundation piling. 

We operate our export business by having commission agents sell our products 
in practically all European countries outside the Iron Curtain and Soviet bloc. 
We have agents in Africa, South America, and in practically all of the Carib- 
bean islands. Our annual business in recent years has been divided between 
specific European countries such as Germany, Belgium, Greece, and Italy; and 
Cuba, Puerto Rico, Trinidad and Haiti in the Caribbean. 

By stating that we are a merchant exporter, we mean to say that we buy lum- 
ber and the other products we export direct from the producers, such as saw- 
mills, treating plants, importers (mahogany) and sometimes wholesalers. We 
figure the cost either on an f.o.b. origin basis or delivered port of embarkation. 
To this cost we add the shipping costs, agent’s commission and our profit to 
arrive at the c.if. selling prices. Occasionally, our customers overseas will buy 
f.o.b. port, or f.o.b. steamer, thus paying the shipping costs (freight) in their 
own currency saving U.S. dollars. 

We always have problems, and perhaps the two main problems that exist are 
first, credit—this is a matter on which we must always keep alert by knowing 
the current financial status of each and every customer we sell. For this in- 
formation, we mainly depend on our agent to know as much information about 
the customer’s business as possible; and second from our bank, who handles our 
export papers and documents; third, from current financial reports put out by 
the various mercantile agencies and banks. Our second problem is buying the 
products we export. This means source of supply—for we do not manufacture 
any of these products ourselves, but must depend on producers who produce the 
product for both domestic consumption and export. There are many mills who 
produce lumber which do not have the export organization or know-how to ex- 
port, and they normally will prefer to sell to an exporter, thus ending their 
worries about credit, claims, and shipment (arranging transportation of the 
goods to the oversea destination). 
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The other problems that exist are keeping up with rates that are available— 
knowing the rates of railroads, trucking companies and steamship companies— 
for they are all subject to change both upward and downward, all the time. 
Knowing the availability of steamship service—keeping up with schedules of 
sailings so that the merchandise can be delivered to the port at the right time 
of sailing. Keeping up with the market trends—in this case we may be offering 
an item that our competitors are selling at a much lower or sometimes higher 
price, thus putting us in the middle on business. On this we again have to de- 
pend on our agent to keep us informed of the market. Another problem that 
often develops is being careful not to get caught on a falling market. For ex- 
ample, we often buy ahead an item that is normally in demand in a foreign mar- 
ket—then all of a sudden the demand falls and we are caught with this item on 
our hands and either have to hold it hoping the demand will pick up, or sell it 
ata sacrifice price to move it. 

There are many, many more problems which exist in the export business, but 
they are really too numerous to mention at this time. 

You ask the question about Federal law or Government trade policy helping 
or hindering American small business to participate in export trade—and to this 
my personal reply is that first, on Federal laws, we have had no real problem. 
On national trade policy—I personally think that our Government has inter- 
fered too much with private business. As a specific case, get the ICA (formerly 
the Marshall plan) to show you how they awarded Government financed busi- 
ness. Look at the records, and I am sure you see that in many, many cases 
business was awarded to people or companies who lacked the experience of 
export, who sometimes did not know the product they were selling. Again, I do 
not think the point 4 program has been handled properly. For a specific case, 
check into how many millions of U.S. dollars have been given to Haiti, then take 
a trip down there and try to find out just where the money went. As a solution, 
I offer the idea of the Government (whether it be the State Department or De- 
partment of Commerce) asking private businessmen to serve on committees on 
a voluntary basis to assist these departments when they are about to spend or 
give away some money. When I say private businessmen, I mean businessmen 
who have traveled frequently to these foreign countries which are to be bene- 
fited—men who know the people, customs, feelings toward U.S. policy—but not 
Government people in these countries. 

You ask about suggestions and advice to smaller American manufacturers who 
wish to go into the export business—my advice on this is twofold, first, they 
should find out if their product is marketable in the foreign country; second, if 
they are pretty well satisfied they can sell their product—then go in person to 
the foreign country to see the trade—get a good honest reputable agent to work 
for them—do not try to sell without an agent. They must have someone at all 
times in each country who will act in their behalf and protect their interests. 

We have increased our business through personal contact with the customers 
more than any other way. To know what your customers look like, to know 
their character, their feelings, their abilities, is the backbone of selling the 
product. 

If you wish me to present this statement orally at the hearing, I shall be glad 
to do so, but I do not care to read this statement and would only relate these 
thoughts as I saw fit. 

Yours very truly, 

W. GAINES SEAMAN, Vice President. 


Senator Lona. Now, is Mr. John Long here? 
Mr. Lona. Yes. 


STATEMENT OF JOHN R. LONG, PRESIDENT, JOHN R. LONG, JR., 
INC., NEW ORLEANS, LA. 


Senator Lone. Mr. Long, I have read your statement. I believe 
that most of your recommendations are toward the close of it. I 
would suggest you see if you can summarize in 4 or 5 minutes what 
these recommendations are. 

We will print the entire statement in the record following your 
remarks. 
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Mr. Lone. Well, most of mine is just concerning the history of our 
business, or my business, you might say. 

I spent 13 years in Venezuela, and came back January of 1959 to 
open this business here. I don’t know why I settled in New Orleans, 
but I did. 

Senator Lona. It is a good town to live in, even if you are not 
making money. 

Mr. Lone. Anyway, here I am, so I have got to make the best 
of it. 

But our main problem is financing. There doesn’t seem to be very 
much source of financing for exports around here. You talk to 
somebody, and they ask what you are doing, and you say you are in 
export, they raise an eyebrow, and look at you as if you are a two- 
headed donkey. So you have to go to other places in getting your 
financing. 

And another source of trouble for us is the narrowmindedness of 
manufacturers in quoting to a merchant exporter for export. They 
have their own distribution setup on these various countries, and of 
course they want to play this loyalty item to the hilt. They ask you 
for a quotation, and they come back at you in a couple of weeks and 

say where is it going. And you say, if you want to make just one 
deal with them, you say New Guinea, or Belgium Congo, where you 
know they are not represented. But then later they will come back 
and say, “We are represented in that country, you contact the 
distributor.” 

That puts your customer right back where you started from. He 
couldn’t do business with him in the first place. 

My contention is that it all comes out of the same pot anyway. 
This guy has a sales contract in his country, he gets a commission 
whether he makes a sale or not. Why not go ahead and quote us? 
Let us sell him. It is not coming out of his pocket. Everybody gets 
a dollar or two out of it, and we sell, instead of losing a sale. 

Senator Lone. If I understand your position, what you are saying 
is that people are complaining about wanting to know how they can 
go about selling their products in export. You are in the business of 
showing them how to sell it for export. You can use more business, 
you are available? 

Mr. Lone. Yes. Well, we have four different fields we work in. 
One of them is export management. We are building up that busi- 
ness now, concentrating on it. It takes time until people get to know 

ou, have confidence in you. We write back and forth. And finally 

oth of us are sure that there is the right way to go, and we enter 
into a business arrangement. But then the other is this purchasing 
agent, and that is where we have our most trouble, is trying to get 
supplies from these various manufacturers. Obviously we can’t com- 
pete with other people abroad if we have to buy through a local 
distributor, or a local dealer. 

He gets a certain discount. And if the man abroad can buy from 
the factory, or a better deal, we are out in left field right at the start. 

So every time one of these manufacturers gets me on the phone, I 
give him a piece of my mind about that business. In fact, the North- 
west Crane people called me up from Chicago awhile back, and told 
me that the distributor was Stubbins down in Caracas. He is a good 
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friend of mine. So I just told him, “Well, if my customer wanted to 
buy it from Stubbins, he would have approached Stubbins. Maybe 
he did approach Stubbins, and Stubbins had a bunch of stuff on the 
floor there and wanted to sell him that, and quoted him too high on 
a motor crane, and this guy wasn’t satisfied.” 

I said, “What you have done is lost a sale from both of us.” 

“Well, that isthe policy of the company,” he says. 

So we left it at that. 

That has happened in many cases. And I think our type of busi- 
ness is just as important to the manufacturers and exporting prod- 
ucts abroad as the forwarding agents are to the steamship company. 
If the steamship company made a hard and fast rule that they were 
the only ones who could book freight, they wouldn’t do as much busi- 
ness as they are doing right now. 

Senator Lone. Your principal objection is aimed at these people 
having exclusive agents ? 

Mr. Lone. You have to have a definite agreement with these peo- 
ple, yes. But let’s be a little more lenient. They have to have an 
exclusive agent to carry parts and give service down there. But if 
the exclusive agent cannot make the sale, and there is a possibility 
that the sale could be made through a person like myself, then let’s 
go through route and sell it. 

Senator Ranpotpn. Do you have a set policy of charge, or do you 
work on a commission basis or for a fee ? 

Mr. Lona. It depends on how the order is financed. If they pay 
cash in advance, or letter of credit, we just charge a purchasing com- 
mission, starting at 5 percent and then it might graduate down to as 
low as 214 percent. Obviously, you can’t charge 5 percent for some- 
thing that cost $100,000. A man might object to that much purchas- 
ing commission. So you have to kind of scale it down to where you 
are getting a reasonable return for your efforts. 

Senator Ranpotpn. Thank you. 

Senator Lone. Any further questions? 

Thank you very much, Mr. Long. Your prepared statement will 
be included in the record at this point. 

Mr. Lone. Thank you, sir. 

(The prepared statement referred to follows :) 


PREPARED STATEMENT OF JOHN R. LONG, JR., PRESIDENT, JOHN R. LONG, Jr., INC., 
NEW ORLEANS, LA. 
DECEMBER 8, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 
U.S. Senate, Washington, D.C. 
(Attention: Mr. Raymond D. Watts, counsel.) 

DeaR Mr. Warts: This statement was prepared and is being presented for 
John R. Long, Jr., Inc., by its president, Mr. John R. Long, Jr. 

We are an export-import firm and deal with all types of clients throughout 
the world. They may be an individual in Surinam who has noted an advertise- 
ment featuring an item manufactured in the United States. He may write us 
and ask us to purchase this item for him. Then, on the other hand, we sell to 
government agencies through our various representatives who are residents in 
their respective countries. The greatest source of our emergency parts orders 
is from consumer firms. At the present time, we are selling principally to 
Venezuela, Peru, Guatemala, El Salvador, and Nicaragua. 

Due to the fact that the writer spent 10 years as owner and operator of a 
diesel engine machine shop and heavy equipment repair depot in Venezuela, 
he tends to specialize in automotive, truck and tractor parts and heavy con- 
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struction machinery. However, we have clients who purchase lines other than 
parts and machinery. ; 

The writer returned to the United States in January 1959 after 18 years resi- 
dence in Venezuela. Originally, he started out as an independent purchasing 
agent serving his former Venezuelan customers. He felt, and rightly so, that 
a technician who knew parts and machinery as he did, could render a far 
superior purchasing job for his clients than is available from the majority of 
export houses doing this type of work. In September 1959, a partnership was 
formed and we began to branch out into other fields of the export business. 
When it was obvious that we needed more capital to develop the business, we 
incorporated. This took place in March 1960 and the authorized capital was 
$10,000. As with any type of business where service is the only commodity you 
have to sell, we soon realized that even $10,000 was not sufficient to do the job. 
A great deal of money was being spent on publie relations, and volume of busi- 
ness was not increasing fast enough. As a result, in August 1960, authorized 
capital was increased to $25,000. We feel that this will get the job done. 

From a one-man operation to the present, in which we have a staff consisting 
of a bilingual secretary, a typist, the writer, and commission agents in 66 coun- 
tries throughout the world, we have branched out into the following fields: 


I. EXPORT 


A. Sales promotion abroad of merchandise and equipment offered to us by 
domestic suppliers on a nonexclusive basis. We promote the sale of these items 
via direct mail advertising and envelope stuffers in our regular correspondence. 
This merchandise can be anything from a bolt to a power shovel or tractor. 

B. Export purchasing agents for foreign firms and individuals. 


II. IMPORT 


A domestic firm has commissioned us to locate a foreign source of plywood 
core stock. They are brokers supplying native U.S. veneers to domestic plywood 
factories and feel that they could obtain core stock cheaper from abroad. We 
are searching in Sweden and Brazil for a reliable source for this material. This 
is the only import business we presently contemplate. 


III. COMBINATION MANUFACTURER'S EXPORT MANAGERS 


We act as the export department for manufacturers who are just starting into 
export or who feel that their export sales volume does not warrant their own 
export department. Our responsibilities are as follows: establishing distribu- 
tion in the foreign country, sales promotion, collections, arranging financing of 
sales, and making shipping arrangements. 


IV. INTERNATIONAL BROKERS, REPRESENTATIVES FOR FOREIGN FIRMS 


As international brokers, we undertake to find buyers or sellers for merchan- 
dise or even complete plants either in the United States or abroad. We work 
on a commission basis in this work. 

We have initiated a direct mail program (brochure enclosed) offering to re- 
search the U.S. market for prices, sources of supply, specifications, and catalogs 
for any product plus a host of other services which are nonremunerative per se. 
Purchasing agents and foreign freight forwarders put requests for this type of 
information off until later as they are too busy with revenue-producing business. 
Manufacturers, if they are selling domestic only, hesitate to answer requests for 
this information as they do not wish to become involved in foreign sales. Those 
manufacturers who do export are inclined to pass the buck to their export de- 
partment who in turn passes it right back to the dealer in the inquirer’s coun- 
try. If the prospective client was unable to obtain the information desired, in 
the first place, from this representative, he is right back where he started. We 
propose to perform these services on a retainer basis, the fee to be $30 per 
quarter. Out of 150,000 names selected from Dun & Brandstreet’s Latin Ameri- 
can index, Department of Commerce trade lists, and foreign and international 
telephone directories, we anticipate that we will sign up at least 1 percent of 
this number for this service. Out of 400 mailings, thus far, 10 percent have 
responded favorably. 
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At this time, we would like to comment on a common problem confronting 
independent exporters. This is the reluctance, and oftentimes outright refusal 
of manufacturers or their export departments to quote us when we inform 
them that the merchandise is destined for export. True, they are concerned 
with protecting the interests of their foreign distributors, but, if their distribu- 
tor was doing a good job, the client would not be trying to obtain this merchan- 
dise through us. If a distributor has an exclusive sales territory for a product, 
he gets his commission whether he sells the order directly or indirectly. 
Rather than risk a disgruntled, prospective client turning to a source of supply 
other than the United States, wouldn’t it be better to sell him through the 
independent exporter? That way everybody gains. The exporter makes a 
dollar or two, the manufacturer makes a sale which he ordinarily would have 
lost, the foreign distributor earns a commission on a sale which he could not 
have made, and the client is happy. In fact, he is inclined to think he has 
pulled a “slick deal” over on the local distributor. We know different, but 
let’s keep him happy and sell U.S. products. 

In closing, we would like to add the following remarks for the benefit of 
those who are planning to go into the export business. Be well capitalized 
before you start and don’t expect clients to “break your door down” to do busi- 
ness with you. In our own case, we have worked hard during the past 18 
Months and are just now seeing some results. Starting about 2 months ago, re- 
quests to quote have begun to come to us from all over the world. We have 
approximately $100,000 in quotations outstanding at the moment. True, they 
are not sales, but they have a good chance to become sales. Be sure to become 
acquainted with foreign trade specialists in our Department of Commerce field 
offices. Money cannot buy the information available from them. Another 
suggestion the writer would make is that at least one member of the firm speak 
a foreign language. Thank you. 

Very truly yours, 
Joun R. Lone, Jr., President-Manager. 


Senator Lona. Now is Mr. Hendrix here? We will hear him. 


STATEMENT OF BEN R. HENDRIX, PRESIDENT, BEN R. HENDRIX 
TRADING CO., INC., AND CASCO LABORATORIES, INC., NEW 


ORLEANS, LA. 


Mr. Henprerx. Thank you, sir. 

Senator Lone. Mr. Hendrix, do you want to read your statement 
or summarize it? We will print your full statement in the record fol- 
lowing your remarks. You may make any comments you would like 
to amplify it. 

Mr. Henprix. One point I would like to make: your manufac- 
turers in this country, from the standpoint of export, are not realistic 
in their pricing structure. To give you an example, we had an order 
for a drier going to Central America, an overdrier, for pharmaceuti- 
cals. A firm in Philadelphia quoted $5,500 f.a.s., and the domestic 
price was $5,500 f.a.s., also. I brought it to their attention. I said 
it was necessary for us to have a price rate—we cannot carry our 
sales department. In other words, your domestic sales organization— 
this should be approximately $3,500. We were quoted that same 
drier from Belgium for $3,500. 

So one of the main practices of the American manufacturer is that 
he tries to get the exporter to carry his domestic problems along with 
his export. In other words, whereas, say, for instance, in Germany, 
or we will say on the Continent, we never face that problem. They 
are very realistic. They put their normal export department profit— 
and they do not include their continental markup systems. And that 
in machinery—we are really bucking a 33-percent margin, or some- 
where between 20 and 30 percent. 
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Smaller machine manufacturers would be more realistic, because 
they need the business. But the problem we have there is the liaison 
between the exporter and the small manufacturer. In other words, 
he is located, we will say, in Kansas City. He doesn’t know anything 
about export problems. So it takes quite an accumulation between 
the exporter and the manufacturer. In other words, what I am say- 
ing is you have to teach him some of your problems, or familiarize 
him with your problems and then he becomes an asset. 

That is one of the things that I think the Department of Com- 
merce could be most beneficial in—this coordination and educational 
program to the small manufacturer. The large manufacturer is not 
interested. He has his own built-in export department, or his own 
export connections. Whereas the small American manufacturer 
needs the business. And if he could realize an extra 12- to 20-percent 
margin, he would be cooperative. But at the same time a third 
party has to go in and tell him this is the way it has to work: “You 
have to support your export agent in this fashion, and then educate 
him to that point, and then you can have a nice working export 
relationship.” 

In the machine field, that accounts for most of—there is a tre- 
mendous pool of unused firms that would participate. The same in 
chemical specialties, which would be a very good field. But those 
people, they are in the interior, they are not—as I say, they don’t 
know anything about it. And the Department of Commerce should 
then go in and be const: antly working with the management of those 
small companies, and at the s same time making connections with ex- 
porters from the point of origin basis. In that way, I think you 
would get quite a bit of interest. But your larger firms, they won’t 
even answer your requests. 

I would say in the chemical field, you have about a 2 percent pos- 
sibility of exporting from a large firm, like Monsanto, or Dow, or 
Du Pont. 

Senator Lone. Is that because they have their own setup ? 

Mr. Henoprrx. Some do; some have their own setup. But most of 
them are just indifferent. In other words, they have profit margins; 
they make their annual 5 percent or 10 percent increase in the gross 
annual sales; and they are happy. ‘They are not hungry for busmess. 
What I am saying is the small man is hungry for business in Amer- 
ica, and he needs the business. But until somebody puts the two 
together—in other words, the exporters, as you have found out, are 
hungry, too. And you have got to put these two people together. 
And it is too expensive for the exporter to go out and educate the 
interior of the country. 

Senator Ranpotpuw. Do you feel, Mr. Hendrix, there has been a 
shortcoming in one or more agencies of our Federal Government, or 
is there a definite responsibility, in other words, for the Federal Gov- 
ernment to bring this information to the man who needs that help? 

Mr. Henprrx. W ell, if you will analyze the exporters in the U nited 
States, when you get down to it, we are really a very small number of 
people. And also we are not a financi: ullv strong group of people. 
In other words, you have got one or two like W. “R. Grace, but you 
will find most of the people engaged in the business are rather small, 
anywhere from two to six employ ees. And they don’t have the where- 
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withal financially, either in strength or numbers, to go in the interior 
and do this job. "I would say the Department of Commerce should 
do that. By the same token, you should follow it up exportwise by 
taking some of the surplus soft currency you have in the USDA, and 
turn it over to the Department of Commerce to be able to put business- 
men in foreign countries, and put them on a strict performance basis 
to get out and get trade. 

Now I have contacted some offices all over Europe, and most of the 
people that I meet in those offices are not qualified to really get out 
and hustle for business. 

On the other hand, I get most of my information from the foreign 
governments, because they don’t have—I don’t know exactly the re- 
lationship, but I think the State Department has quite a bit of control, 
or I think the foreign offices go to the Department—there is some sort 
of inter relationship which I don’t know at the moment. But I find 
if you put businessmen as trade commissioners in these countries, and 
then put a strict system where they have to produce—in other words, 
they have got to negotiate these contacts, and get the business going 
from that end, and then bri ing the American small mi: anufacturer into 
the picture—then you will have a new breed of element in foreign 
trade that is not currently in the business today. 

Senator Ranpoten. I want you to clarify the group that you say is 
not qualified. Where do these people come from? Who are they ? 

Mr. Henperx. You mean in the consular service abroad ? 

Senator Ranpotpu. Is that what you are referring to, just the 
consulate service ? 

Mr. Henprix. Yes. I made a trip about 3 years ago. The Depart- 
ment of Commerce in Washington did an excellent job of making the 
contacts abroad for me. But when I went into these different coun- 
tries to stimulate my imports of chemicals and other materials they 
didn’t have, shall we say—these people are statisticians—they don’t 
have a business concept of pushing goods and making contacts, that 
type of thing. In other words, I think the German Government 
has done the best job of anybody on that basis. They produce. They 
have to. Quite a few of their trade commissioners have sound busi- 
ness backgrounds. They know where the business is. They know 
how to get the people together, and promote trade. They understand 
banking problems. W hen it comes down to “let’s close the deal and 
get more business going,” I don’t sense that with us abroad. 

Senator Lone. Is it your impression that the Germans come nearer 
knowing how to get the foreign import business than we do, or they 
are just doing a better job of it? 

Mr. Henprix. Well, I consider the Germans—they have got the 
technique, and we don’t. We are not realistic. In other words, 
they are very frugal—their men abroad, in their offices. Those are 
the ones I am talking about. In other words, one that I know here, 
and others that I know in quite a few other places, they were in 
business at one time. And until a man has been in business, and he 
knows, it is rather difficult for him to promote business, because by 
being a businessman, you have to be an entrepreneur; you have got to 
dig up; you have to create wealth. That is the nature of the small 
businessman. And until one has done that, it is rather difficult to be 
able to understand the problems. It is no reflection. But, as I say, 
it is a basic requirement. 
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Mr. Purnam. Mr. Chairman, may I ask one question ? 

Mr. Hendrix, what should the small businessman expect to pay on 
the average for an export manager’s services 4 

Mr. Henprrx. Would you repeat that ? 

Mr. Putnam. You are recommending that small business get. to- 
gether with your combination export managers, which is a phrase 
we have been using to identify them. What is the normal commission 
to be paid to the exporter ¢ 

Mr. Henprrx. That is relative to the product. I own an interest 
in a pharmaceutical company in Memphis, Tenn. We have just 
started a program of export of a new pharmaceutical preparation. 
In this case, we list this product at $3.80 per dozen in this country, 
as an ex xample. My company sells to the export company for 75 cents 
per dozen. Now that would be, on a normal basis, considered rather 
unrealistic. On the other hand, it is very realistic, because we know 

in the Philippines the per capita income is only half. But being 
on both sides of the coin, I am able to say you have a per capita prob- 
lem in the Philippines, so rather than charge the list $3.80 in this 
country to the Philippines, we will adjust the per capita. When you 
have management in export and manufacture, you are able to re: ution- 
alize and get a fair price. 

Senator Lone. What is the price to the Philippines? 

Mr. Henprerx. Half. 

The middleman on this pharmaceutical item—on pharmaceuticals 
the export agent will average 20 percent. In pharmaceuticals that is 
a fair price. 

Mr. Purnam. Roughly the equivalent of a salesman in this country ? 

Mr. Henprix. Well, you see, I am an export merchant. You have 
to pay a salesman in the chemical business $11,000 per year. You 
couldn’t get an export salesman out of the country for less than $15,000 
or $17,000. That is another real serious problem i in export. 

Roman House in Philadelphia pays their man $19,000 a year. In 
the export picture, to get that same man in chemic “als, you would 
have to pay him at least 40 percent more, in basic salary, because 
for him to do your job he has to be abroad. So there is a shortage 
there. 

Senator Lone. Thank you very much. 

Mr. Henprrx. I do have one item I would like to submit. This is 
last week’s report of the same problem of increasing exports in the 
chemical industry. It appeared in Chemical W eek, and it sum- 
marizes the chemical industry’s outlook on the problems that we face. 

Senator Lone. I will give this to our staff, for careful study2’ 

Sens itor Ranvoten. Do we utilize to the best possible degree our 
agencies of government in connection with export business, or do 
other nations, or at least some of them, have a better program of deal- 
ing through their nationals? 

Mr. Henprix. W ell, again I have to go back and say this. As far 
as I am concerned, the Germans—t: aking the whole overall plan—have 
a realistic business approach to this whole matter. I spent quite a 
bit of time in the USDA in Washington 3 years ago, and at that 


ir Article entitled “No More Leeway for ‘Stepchild’ Export Selling,” appearing in the 
Nov. 26, 1960, issue of Chemical Week. Retained in committee files. 
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time I met the head of the group that was responsible for all of the 
soft currency piled up at that time from our grain export program. 
And it was fantastic to me, after spending a couple of hours with 
this man, to realize that he had no idea in the world what to do with 
the money. His only solution—which was again ridiculous—was to 
call up 15 people in, say, the soybean trade, and send them off on a 
junket to Rotterdam, and have everybody submit a paper. And 
at that time, we had a terrible surplus of soybean protein meal. 
What they should have been doing at that time was teaching the peo- 
ple in Italy to raise chickens. But instead, the group goes to Rotter- 
dam, and everybody sits down, and everybody knows the pic ture, and 
nothing is done. And we have a surplus of protein not moving. We 
have it right here, all over the South, the Midwest. The protein pic- 
ture has been in desperate straits now for 4 years. 

For instance, in England, they are learning now how to successfully 
use our techniques that we have in Georgia for the broiler production. 
Israel is now learning the broiler production, and doing excellently. 
The rest of Europe could do an excellent job, but we need to send 
people there to meet with the farmers and teach them how to raise 
broilers. 

Senator Lone. Once you get a few people to go over there and show 
a few farmers how to do this job, the others w ill follow suit. 

Mr. Henorrx. In Algeria, it happened there. One of our GI’s 
started raising eggs. He was selling to all the bases, and today they 
have a very successful business. I notice we shipped about 800 or 
1,000 tons of protein out there just because a GI out there started 
raising eggs. It is a basic low level training program. I don’t think 
your international oil-crushers convention is going to get that farmer 
out there in the field into the broiler business. 

Senator Lone. That sounds to me like a chapter from the “Ugly 
American.” 

Mr. Henpretx. I just read that this year. I have often said progress 
is one step after the other. In other words, I grew up in Alabama, 
where I can remember as a kid the first terrace I ever saw, when they 
came out and taught everybody how to make the terrace. It is really 
a very basic thing, but at that time the fields were gullies. Your part 
of the country, where you come from, that was the basis of plowing. 
I can remember the time when they came out and showed them the 
first row crop, and the next year they saw the results from it. They 
saw progress, and the people were happy, even though they were in 
a depression. Those people could see a smal] progressive step. The 
farmers in our neighborhood didn’t feel the depression because they 
could see their increased yields coming each year. That is why I say 
shiploads of grains and unrealistic practices are not winning us 
friends. 

Senator Lone. Thank you very much, Mr. Hendrix. Your pre- 
pared statement will be included in the record at this point. 
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(The prepared statement referred to follows :) 


PREPARED STATEMENT OF BEN R. HENDRIX, CASCO LABORATORIES, INC., NEW 
ORLEANS, La. 
DECEMBER 1, 1960. 
U.S. SENATE, 
Select Committee on Small Business 
Office Building, Washington, D.C. 
(Attention of Mr. Raymond D. Watts, counsel.) 


GENTLEMEN: Section I: Name of company: Casco Laboratories, Inc., 409 
Cotton Exchange Building, New Orleans 12, Louisiana. Name and title: Ben 
R. Hendrix, president. 

Section II: Products manufactured: Pharmaceutical preparations. 

Section II1I—Section IV: Casco Laboratories originally established in 1952 
as Research and Development Co. with some minor sales of pharmaceutical prep- 
arations. Company assets purchased by new Casco Corp. of Louisiana in July 
1960. The company leased a modern plant in Memphis for manufacturing and 
established executive officers at 409 Cotton Exchange Building in New Orleans. 
The company has 7 employees and 35 commissioned salesmen in 7 States at 
present with oversea marketing in the Philippines, Colombia, and Venezuela. 
Sales have increased 25 percent per month and negotiations are underway for 
additional working capital of $500,000. 

Section V: Five percent. 

Section VI: Philippines, Colombia, and Venezuela. 

Section VII: Casco Laboratories entered exporting through its relations with 
Ben R. Hendrix Trading Co. inasmuch as Mr. Hendrix is president of both firms. 

Section VIII: Drug distributors who call on hospitals, doctors and retail out- 
lets direct. 

Section IX: Lack of banking support. Lack of oversea information and 
oversea support—Department of Commerce. Sales costs too high for margins 
of profits. Ocean conference freight rates not competitive. Lack of trained per- 
sonnel for oversea travel and sales. Lack of interest, training, and understand- 
ing of economics of export pricing by American producers. 

Section X: Turn over part of soft currency accumulated under USDA surplus 
programs to establishing trained trade offices headed by outstanding business- 
men. Separate these trade offices from the State Department and put them 
under Department of Commerce authority. Put each trade office under a strict 
quota system to develop sales of American goods in each country. 

Organize an export banking function that will guarantee loans made for sight 
and term financing by local banks (similar to RFC). 

Allow and encourage principal banks similar to Chase Manhattan Bank to 
locate foreign banking offices in principal parts and trade centers throughout 
the United States. Local banks do not have the support, experience, backing of 
stockholders to provide banking facilities needed. 

Section XI: Set up a liaison in the Department of Commerce to bring small 
manufacturers and small exporters together (clearing house) actively promote 
small manufacturers to their possibility in the export market. Discourage small 
manufacturers from establishing built-in export department; instead initiate 
agency agreement with exporters on a workable basis. 

Sincerely, 
BEN R. HENDRIX. 


Senator Lona. Now. is Mr. Brooke Duncan here? 
Mr. Duncan. Yes, Mr. Chairman. 


STATEMENT OF BROOKE DUNCAN, GENERAL MANAGER, THE 
FOSTER C0., INC., NEW ORLEANS, LA. 


Senator Lone. Mr. Duncan, we will print this statement as sub- 
mitted following your remarks. You may summarize it and elaborate 
upon it, if you care to. 

Mr. Duncan. The only things I would like to elaborate on are the 


restrictive tariffs occurring in many of the Latin and South American 
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countries, and the fact that we have that to combat in trying to sell 
primarily tarpaulins in those countries. And also the competition 
we have from Europe, which I think is possibly because of their 
lower costs of raw materials and labor. 

This probably stems from the fact they have a lower corporate 
income tax, and probably a better depreciation setup. And the reason 
this is particularly important to a business like ourselves is that we 
are canvas fabricators. We treat, cut, sew canvas and other fabrics 
into finished products. And there is a limit to what we can do in 
the way of automation and whatnot in order to cut down this com- 
petitive spread. 

It may be a bit long range or farfetched, but it seems to me in 
bargaining with these various countries that we are aiding, we should 
take into account the fact that we are competing with them in still 
other countries. And I outline the example of the tarpaulins that 
a customer of ours in Venezuela has bought from a West German 
agent, who, in turn, had gotten them from Poland. And I point out 
there where our Venezuelan customer was able to buy a tarp at a 
price equal to ours, whereas the tarp from West Germany, made in 
Poland, weighed 50 percent more than the one we were quoting. 
Weight in this particular product is an indication of quality, and a 
direct relationship to price. 

I don’t have it in my statement, but I have added here that the 
free markets, I understand, they are trying to create in Latin 
America, and South America, the two different ones, will further 
restrict us. And it seems to me that in bargaining with these coun- 
tries, or discussing loans to them, some provision should be made for 
us to be able to operate within those markets. 

Senator Lone. Thank you very much. 

Senator Ranpoipu. One question. 

You spoke of the restrictive tariff barriers in Latin American 
countries. What do you refer to specifically ? 

Mr. Duncan. Well, in Venezuela, particularly, the country we send 
canvas products to, there is a tariff there on our products going into 
Venezuela. My only thought is that when we work with these 
countries, and particularly in aiding them, which they apparently 
need, some bargaining position should be taken whereby we can do 
business with them. 

I am talking for a very small industry, and a small company. And 
I am pointing out in this particular case, there is very little opportu- 
nity to further automate, to reduce our price, because this is a convert- 
ing type operation, where you are converting a practically finished 
product. And therefore there is not much we can do about further 
reducing costs. 

Of course some of the South American countries are beginning to 
try to produce these products themselves. As they are : able to operate 
within the free market, if that thing is ever completed, that will further 
restrict our ability to go into these. countries. 

Senator Ranpoipu. Senator Long, if I might ask your attention 
a moment—since he mentioned Venezuela, we are faced in West 
Virginia with what we believe to be a fact, namely the dumping of 
the residual or unfinished oils into this country. This has supplanted 
a substantial part of our coal market. 
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Do you have any thoughts on this subject, coming as you do from 
an area of oil production? Is there any comment you want to make 
on it? I am trying to be objective here, in connection with this 
matter. 

Senator Lone. My recollection is I voted to restrict that dumping 
of residual oil in this country. It does occur to me that where tariffs 
are discriminatory against American products, in many of these 
cases we are making them major concessions. We certainly have a 
right to ask them to eliminate the discriminatory features of their 
policies. 

Is that tariff, though, uniform, as between you and Britain? 

Mr. Duncan. Yes, I imagine it is. 

Senator Lone. If it is uniform, and they are not performing the 
actual manufacturing themselves, I don’t know that there is much 
we can do about it, providing of course, it is a uniform tariff. 

Mr. Duncan. I wouldn’t say it is particularly discriminating 
against our product. It just seems to me when we are expected to 
help those countries we should get something back. 

Senator Lone. Well, thank you very much, Mr. Duncan. Your full 
statement will be included in the record at this point. 

(The prepared statement referred to follows:) 


PREPARED STATEMENT OF BROOKE DUNCAN, GENERAL MANAGER, THE FOSTER Co., 
NEw ORLEANS, La. 


I. This statement is being made by Brooke Duncan, general manager of the* 
Foster Co., 480 Notre Dame Street, New Orleans, La. 

II. The Foster Co. treats cotton duck with waterproofing and mildew-resistant 
treatments, and fabricates canvas products from cotton duck, synthetic fabrics, 
and other fabrics, making such products as tarpaulins, tents, special-type bags, 
military equipage items, air and liquid filters, and industrial covers of all kinds. 

III. Our company has grown consistently for the past few years, showing an 
increase in net worth on an average of 6 percent per year, where we have grown 
from approximately 150 employees 10 years ago to 200 employees today. Our 
annual sales are about $2 million. 

IV. This company was founded in 1920, making mainly canvas awnings, tar- 
paulins, and tents which were sold in the local area and to local distributors 
who exported some of those products. The company later diversified into military 
equipage items, filters of various sorts, and industrial specialties such as indus- 
trial covers made in quantity. 

V. Approximately 5 percent of our total annual sales is represented by export 
sales. 

VI. We export to several Latin American countries, of which Venezuela is 
the most important. 

VII. Our company has exported almost from its beginning, but at that time 
exporting was done through local distributors. When our company was able to 
get its own representatives in various countries, we started to sell direct to our 
customers in those foreign countries because we could conduct a more aggressive 
sales program that way. At the moment we sell directly to customers who are 
solicited by our own agents in the particular countries, and we also sell to 
local exporters who solicit the business in the various countries. 

VIII. The customers in foreign markets who buy our products are wholesale 
hardware distributors who sell to retail hardware dealers, truckers, produce 
dealers, and all others who use tarpaulins. We also solicit business from utility 
companies, though we have been unsuccessful in selling our lineman’s tents 
(tents to cover men working on telephone and power lines), and other lineman’s 
equipment of that sort. 





*See exhibit 20, p. 169, for questionnaire outline to which the item numbers in Mr. 
Duncan's statement are keyed. 
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The methods of distribution are both direct to our customers from us and 
also distribution by our customers to other dealers to whom they sell. 

IX. The problems which we are encountering in our export activities are— 

(a) Restrictive tariffs in such countries as Venezuela and Mexico. 
(b) The competition from European countries and England who sell equal 
specifications at a lower price and extend much longer credit terms. 
1. One customer of ours in Venezuela showed us purchases from a 
West German firm who in turn had purchased the finished tarpaulins 
from Poland and was able to deliver a tarpaulin which weighed 50 
percent more than ours at a price equal to ours. Needless to say, our 
customer was impressed with his purchase from West Germany. 

X. Comments on amendments or additions to present Federal law and national 
trade policy needed to permit American small business to participate to the 
fullest extent in export trade: 

(a) Our State Department should be urged to take a strong position in bar- 
gaining with Latin American countries in getting them to reduce their restrictive 
tariffs. 

(b) In order to sell to foreign ships which come into our ports some require- 
ment that they buy something more than their bare necessities in our country 
should be installed. 

(c) The subsidy on cotton products going into export has been a big help 
in making us competitive in Latin American countries and should be continued. 

(d) We feel sure that the lower corporate income tax as well as better depre- 
ciation allowances in European countries has something to do with their ability 
to offer equal goods at lower prices. Therefore, as we extend aid to foreign 
countries some requirement of corporate income taxes equal to ours should be 
made. 

(e) The ability of European and English firms to extend credit terms a lot 
longer than we can stems from their lower costs and perhaps from Govern- 
ment-insured accounts receivable (we are not sure of this last point). 

(f) The particular business we are in, which is the cutting and sewing of 
finished fabrics into fabricated items is one where the cost of material is the 
greatest portion of the sales dollar. The amount of automation and other cost- 
cutting methods in our production are limited. Therefore, there is a limit to 
the degree to which we can reduce the competitive spread between ourselves and 
European producers. We, therefore, must have equal costs which will only 
come when those European countries which we are aiding are required to bear 
an equal share of the tax burden and other similar costs which run up the 
manufacturer’s total cost. 

XI. We do not have any specific suggestions or advice to offer small American 
manufacturers who wish to go into exporting, other than to pick your agents 
very carefully, just as you would pick your domestic representatives very 
carefully. 


Senator Lone. Now, is Mr. C. L. Dupre here? 
Mr. Dupre. Yes. 


STATEMENT OF CLARENCE L. DUPRE, JR., ASSISTANT VICE PRESI- 
DENT, OFFICER IN CHARGE, INTERNATIONAL BANKING DIVI- 
SION, NATIONAL AMERICAN BANK OF NEW ORLEANS 


Senator Lone. I think you ought to read this statement, Mr. Dupre, 
if you want to. 

Mr. Dupre. Very well, Senator. 

Senator Lone. Why don’t we just print the entire statement fol- 
lowing your testimony? I suggest you start over on page 2 here, the 
second paragraph. 

Mr. Dupre. Yes, sir. This is gleaned from my experience. 

To bring you to date, I was engaged in the export business myself 
for about 13 years before I joined the bank, and became the head of 
their foreign department. And since I have been with them, we have, 
of course, as I say here, had dozens of exporters come to us with what 
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they feel to be their major problems, and admittedly the suggestions 
which we are making here may be rather farsighted but it is just 
hopeful that they might be constructive. 

One of the typical stories we are told is item 1. 

I took the catalogs and price lists of ABC Co. to Colombia and I 
obtained several orders, however, the ABC people are the most uncooperative in 
the world. They put up every obstacle to shipment of the orders, and instead 
of regarding me as a salesman for them at my own expense, they think of me 
as a meddler in their organized system of distribution. 

I have an order for ABC Co. merchandise from Santos—but I can’t 
handle it because they have an exclusive distributor for Brazil in Rio. 

This same company which appoints one small distributor to cover 
a territory as large as the continental United States would insist on 
having at least two or three outlets in the city of St. Louis, 

After selling ABC merchandise in Venezuela (and the trip cost me $700), the 
importers down there wrote direct to the factory—and the factory quoted them 
the same price direct as my cost. 

I have a valuable order for ABC Co. equipment, but the customer insists 
on 90-day terms in line with quotations he has received from European sup- 
pliers. ABC won't go along with this and insists on payment from me on net 
30 terms. Even though financing is available here at the bank, it doesn’t seem 
fair that I should have to afford, from my small commission, 60 days of interest 
charges, just to move ABC equipment competitively. 

These typical examples, we believe, point to basic needs for the 
small exporter, which we will enumerate along with some possible 
suggestions for their fulfillment. 

1. Give them status: 

(a) We believe that an educational campaign among American 
manufacturers and producers, bringing forth clearly the contribution 
and potential of the small exporter, is in order. 

I can’t say that I don’t feel we have adequate informational facili- 
ties through our Department of Commerce and so forth. But the 
exporters do not avail themselves of those facilities which are 
available. 

One suggestion, perhaps a registration of exporters on a national 
basis, similar to the registration of freight forwarders, with a spe- 
cifics of minimum qualifications and standards of performance, would 
contribute toward the amalgamation of the group. 

Secondly, we have a recommendation in connection with price pro- 
tection. This is the factor which many of the exporters you have 
talked to today have brought up, concerning the fact that they have 
no protection in the price structure. Having established their status 
as exporters, it would seem to us to be desirable to give them their 
place in the distribution business. There might be retail prices, 
wholesale prices, distributor prices, and prices to the exporter. In 
that case, if such exporter prices could be made available, to regis- 
tered exporters only, and to no other direct buyer, and if suitable 
penalties could be inflicted upon manufacturers for failure to adhere 
to these price structures, then I think we would have a move in the 
right direction toward protecting the small exporter. 

The third suggestion that we have, I am sure you have heard it be- 
fore, and that is giving credit risk insurance. This is a thing which 
the foreign countries have done very productively. We have only one 
or two small commercial places where we can obtain credit risk in- 
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surance today, and there are drawbacks in that, because often it takes 
as much as 2 months to investigate the credit standing of the customer, 
During that time, the order has been lost to the small exporter. 

On the subject of a subsidy 

Mr. Lone. Are you for the Government getting in this credit risk 
insurance ? 

Mr. Dupre. Yes, sir, I nee like to see us do it. 

On the subject of a subsidy, I don’t feel there is any necessity for a 
direct price subsidy on ex cports, but what I would envision as a practi- 
cal thing is the political risk insurance, and the credit risk insurance, 
which we might be able to provide, that that be provided to the ex- 
porter, either without charge, or at a very reduced charge. 

One thing there. We have been very active as a bank in trying to 
look behind these transactions, to be more liberal, you might say, in 
trying to finance these transactions. And in doing 's so, we quite often 
say, “Well, why don’t you cover this by the political risk insurance ?” 
Well, the only real objection most exporters have to it is if they are 
already right at the point where, as Mr. Long says, he has 2 percent 
in the order, he is reluctant to give away 1 percent to buy insurance. 
So if this subsidy could be only in the form of giving political risk 
insurance, and giving the credit risk i insurance at a very nominal cost, 
which would add little to the exporter’s invoice, I think that would 
help them considerably. 

And, in summation, our belief is that if those things could be ac- 
complished, the small exporter would fit into an export community 
comparable to those which exist in Europe, and I believe that they 
would get the job of getting the sales done. 

I further believe that our existing financial institutions, our inter- 

national and commercial banks, would not be found lacking i in any 
respect in curbing the necessary financing, if these things could be 
accomplished. 

Senator Lone. You perhaps heard the testimony of the Export- 
Import Bank this morning. The president of the Export-Import 
Bank took the attitude that he did not think they should compete with 
private business in giving this credit insurance. 

He felt that it was available from commercial sources, apparently 
in adequate quantity. Your feeling, however, seems to be that those 
services are not adequate to meet the problem. 

Mr. Dupre. I only know of two sources of credit risk insurance 
in the States today. There may be others beyond my knowledge. 
But those are the only two which I know. And their premiums are 
rather consider able. And, again, the problem of the length of time 
seigeled in investigating an individual client often is too long to 
consummate the transaction. 

Mr. Putnam. May we have for the record, Senator, the names of 
those companies, and the rates they charge ? 

Senator Lone. Perhaps you would rather not name them, but if 
you would like to provide them for us 

Mr. Dupre. I would be glad to. What I have in my office is a 
brochure from the individual company, and their rates are printed 
in there. 

As a matter of fact, they are large insurance companies, the ones 
that have gone into it so far. And they print a little brochure in 
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which on one side they show what Export-Import Bank is willing 
to do, and what they are willing to do, and the comparison between 
the guarantees, and then they publish their list of prices. 

Senator Lona. Perhaps it might be worth trying to work it out 
that loans up to a certain amount would be guar: anteed from the po- 
litical viewpoint, if the company would make a credit guarantee, so 
that it could be combined in one operation. Perhaps this would cut 
the rates down. 

Mr. Dupre. Well, of course, as far as the political risk is concerned, 
the banks here, the international banks, are already authorized to 
act as agents for the E xport-Import Bank in W ashington, and on 
proper transactions we can issue that political risk guarantee right 
here, without any redtape. 

Senator Lone. But you have to charge a price for it, don’t you? 

Mr. Dupre. Yes. They remit directly to the Export-Import Bank 
the amount involved, and it is a varying scale—it goes up to 50 cents 
per $100 of insured value. 

Senator Lone. It occurs to me that this Government is oftentimes 
in a position to defend itself in the event of a political risk. Maybe 
the Government doesn’t like to take retaliatory action, but it occurs 
to me that if it wants to, the Government can protect itself in many 
instances. 

Mr. Dupre. I have a feeling that the Government as such would 
not be subject to criticism for making credit risk insurance available, 
because it is not available now in sufficient quantity that there would 
be a lot of sources for the criticism to come from. 

And, secondly, I feel that our position in the international balance 
of payments situation is sufficient to justify even a few complaints. 

Senator Lone. Thank you very much. 

Senator Ranpotpu. Mr. Dupre, the International Banking Di- 
vision of your own pi articular financial institution is active—we le: arm 
that from your testimony. Are there enough banking institutions in 
America who are giving the emphasis that. you feel should be given 
to this particular phase of banking ? 

Mr. Dupre. I feel many of the banks have given the emphasis to 
it—I would not say particularly at our port, but other ports. New 
York has been an international banking center for many years. I 
think they have gone into it very well. However, their programs are 
not designed as much to the small exporter as we have been here. 
We have looked through these transactions, many of them, to the 
credit responsibility of the oversea buyers, for instance, and to the 

various guarantees which were available to eliminate risk from the 
bank, and still make the transaction workable. 

Senator Ranpo.ten. Thank you. 

Senator Lone. Any further questions? 

Thank you very much, Mr. Dupre. We will include your pre- 
pared statement in the record at this point. 

(The prepared statement referred to follows :) 





PREPARED STATEMENT OF CLARENCE LL. DupPRE, JR., ASSISTANT VICE PRESIDENT, 
OFFICER IN CHARGE, INTERNATIONAL BANKING DIVISION, NATIONAL AMERICAN 
BANK OF NEW ORLEANS 


The National American Bank of New Orleans offers a complete range of 
conventional foreign banking services to all classes of companies engaged in 
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the movement of goods and services, internationally, to and from all countries 
of the world. 

Feeling that these conventional services are quite well known, and in the 
interest of brevity, we are attaching hereto a brochure describing them in 
detail, and will not enumerate them in this statement. 

Beyond the conventional services, however, the National American Bank 
has attempted to take a closer look at the entire picture of international trade 
with a view toward making a positive contribution to our country, to our port, 
and to the small exporter of our community. 

First of all, we realize the importance to our nation, to the stability of its 
currency, and to its internal prosperity, of a satisfactory solution to our inter- 
national balance of payments problem. The adjustment of foreign aid being 
beyond the scope of our functions, we have wholeheartedly put our shoulders 
behind the programs designed to increase exports—particularly with reference 
to the Export-Import Bank programs for political risk guaranties and for 
medium term financing. 

Secondly, we realize the importance to our port community, where a large 
proportion of the businesses, directly or indirectly, benefit from a healthy flow 
of international trade, of maintaining the most up-to-date and realistic financial 
facilities for world traders possible. 

Finally, we realize the importance to these overall efforts of the contribution 
made by the small exporter. 

And, in each instance, we feel that to the best of our ability, we are doing 
something about it. 

Accordingly, we are delighted to be afforded this opportunity to express our 
observations based upon study, experience, and close association with the 
exporter. 

At the outset, I would like to say that in our thinking a definite distinction 
should be drawn between the exporter and the manufacturer who exports, 
or whose goods may find their way into international markets. It is to the 
exporter that we feel our special attentions should be directed in order to 
achieve our greater goals. 

We say this because our country does not enjoy a well-organized, closely 
knit export community such as those which exist and function so effectively 
in other countries. 

The why of this nondevelopment of the export group as a vital force may be 
traced back to the American manufacturer, who (with a few notable excep- 
tions) has been unrealistic, unbending, and largely disinterested in their 
approach to international trade. In countries where the importance of export 
trade to the domestic economy is more readily apparent, the approach has 
been vastly different—the status of the exporter has been vastly different— 
and so have the results in the form of export sales. 

Dozen of exporters come to us with stories like the following, from which 
we believe an understanding of some of the basic problems may be gleaned: 

1. “I took the catalogs and price lists of A B C company to Colombia and 
I obtained several orders—however, the A B C people are the most coopera- 
tive in the world. They put up every obstacle to shipment of the orders, 
and instead of regarding me as a Salesman for them at my own expense, they 
think of me as a meddler in their organized system of distribution.” 

2. “I have an order for A B C company merchandise from Santos—but I 
can’t handle it because they have an exclusive distributor for Brazil in Rio.” 

(This same company which appoints one small distributor to cover a terri- 
tory as large as the continental United States, would insist on having at least 
two or three outlets in the city of St. Louis.) 

8. “After selling A B C merchandise in Venezuela (and the trip cost me 
$700), the importers down there wrote direct to the factory—and the factory 
quoted them the same price direct as my cost.” 

4. “I have a valuable order for A B C company equipment, but the cus- 
tomer insists on 90-day terms in line with quotations he has received from 
European suppliers. A B C won’t go along with this and insists on payment 
from me on net 30 terms. Even though financing is available here at the bank, 
it doesn’t seem fair that I should have to afford, from my small commission, 
60 days of interest charges, just to move A B C equipment competitively.” 

These typical examples, we believe, point to basic needs for the small ex- 
porter, which we will enumerate along with some possible suggestions for their 
fulfillment. 
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1. Give them status.— 

(a) We believe that an educational campaign among American manufacturers 
and producers, bringing forth clearly the contribution and potential of the 
small exporter, is in order. 

(b) Perhaps registration of exporters on a national basis, similar to that of 
freight forwarders, with specification of minimum qualifications and standards 
of performance, would contribute toward the amalgamation of this important 
group. 

2. Give them price protection.—The status of this group having been estab- 
lished, their position in the distribution chain should be defined. * * * Their 
specific functions enumerated, and pricelists drawn up to reflect the value of 
these functions. The completed pricelists might then consist of retail prices, 
wholesale prices, distributor prices, and exporter prices. Whether voluntarily 
or by legislature enactment, producers might be committed to adherence to such 
published pricelists, affording the export price to all registered exporters, and 
denying this price to any other group or nonregistered direct buyer. Suitable 
fines might be prescribed for deviations. 

3. Give them credit risk insurance.—Along the lines which have been so pro- 
ductively followed in other countries, governmental credit risk insurance is a 
most desirable catalyst to the growth of our export trade. 

4. Give them a subsidy.—But only in the form of political risk insurance and 
credit risk insurance, in grantable cases, without charge, or at a greatly reduced 
charge, for premium. 

This incentive would serve the dual purpose of permitting keener price com- 
petition, and of making available more liberal financing, which in turn would 
permit closer terms-of-payment competition. 

If these things be accomplished, we believe the formation of our closely knit, 
exporter group will be a reality. 

It is our considered opinion that such a group will produce the export sales 
we need, and we are confident that our international and commercial banks 
will not be found lacking in furnishing the financial facilities required. 

We are happy to have had this opportunity to express our views and hope 
that some of our suggestions may be found to have merit. We further are 
pleased to place our entire facilities at the disposal of the committee, and again 
thank you for inviting us to participate in this hearing. 


Senator Lone. That concludes today’s hearings. On behalf of the 
committee, I wish to thank all of the witnesses who appeared here 
and helped us with this information. I am hopeful that as a result of 
these hearings we may be able to provide information to the small 
business community, and perhaps come up with a program that will 
help them to get a more substantial share of the export market. 

Senator Ranpotpen. Mr. Chairman, for the record—and this is not 
a pleasantry—I would not want, as a colleague of my good friend 
from Louisiana to allow the record to be closed for the day without 
expressing my personal appreciation for the privilege of having come 
to one of the major cities of the country located in the State “which 
he so well represents. And I would want the record again to show my 
appreciation for the many courtesies that Senator Long has extended 
to his colleagues in the Senate, and for the capacity with which he 
undertakes and carries through the discharge of his duties to the 
people of his State. 

Senator Lona. I thank you very much. 

The record will be kept open for any additional statements that may 
be submitted. 


63067—61——-22 








322 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


(The statements, subsequently received, follow :) 


THE PREPARED STATEMENT OF BaAsIL J. Rusovicn, JR., PRESIDENT, TRANSCONTI- 
NENTAL IMpoRT Export Corp., NEW ORLEANS, LA. 


NOVEMBER 28, 1960. 
U.S. SENATE 
SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 
(Attention: Mr. Raymond D. Watts, counsel). 

DeAR Mr. Warts: This is to acknowledge receipt of your letter of November 
14, 1960, addressed to our Mr. R. J. Ledet and to thank you very much for the 
same. 

After reviewing the purpose of your survey, it was decided that I personally 
would participate in the hearing if so requested, based on my extensive travels 
in Latin America, and considering that I am a member of the World Trade 
Development Committee of the International House, in addition to having 
been a delegate on several occasions of trade promotional efforts by the dock 
board, State of Louisiana. 

The name of our firm is Transcontinental Import Export Corp., suite 507, 

’an American Building, New Orleans, La., and suite 401, Shell Building, 
Houston, Tex. I am president of the corporation and my name is Basil J. 
Rusovich, Jr. 

Our business serves for the most part industrial entities, contractors, and 
farms throughout Latin America. Specialties are in the industrial field of 
equipment. 

Our company was organized in 1948, with $350 initial capital and current 
sales are in the million dollar range. We have 12 local employees and 7 in 
Houston, Tex. 

We operate in most Latin American countries and the largest volume is in 
Central America and the west coast of South America. 

Our export purchases are based on purchase orders received and all financing 
is direct between our corporation and the clientel. 

Our present difficulties are based on political and economic instability in 
Latin America; inability to finance over long-term periods; and very heavy 
foreign competition. 

The largest degree of damage to our trade position in Latin America was 
brought about by our Federal Government, over the last 15 years, in building 
the former enemy nations into our largest competitors. 

The above aspect was followed by the actions of certain Senators in Wash- 
ington, who possibly for selfish political gain, did everything possible to force 
down coffee prices in Latin America resulting in their having less money to 
buy from the States. 

In addition to the above, two points, we as a nation, have priced ourselves 
out of the international market, and this is possibly based on our high labor 
costs, and excessive profits by many manufacturers. 

Finally, we have never developed an adequate credit system under which 
small exporters could offer this facility with security and low interest to their 
clients abroad. 

It is my personal opinion that small American manufacturers can best enter 
the export field by dealing through an organized export firm, who could handle 
all details of their promotion and sales. It is important here that the export 
firm engaged be one who specializes to some extent in the general category 
of the manufacturers’ product. 

Assuring you of our sincerest desire to cooperate with your committee in 
every way possible and with kindest regards, we remain, 

Your very sincerely, 
Basi. J. Rusovicnu, Jr. 


PREPARED STATEMENT OF J. D. HENDERSON, NATIONAL MANAGING DIRECTOR, 
AMERICAN ASSOCIATION OF SMALL BUSINESS, NEW ORLEANS, LA. 


Mr. Chairman, other Senators, as well as members of the staff of the U.S. 
Senate Committee on Small Business, my name is Joseph D. Henderson, and I 
am the national managing director of the American Association of Small Busi- 
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ness, Ine., a national organization which had its inception during 1941 and 
received its charter February 20, 1942. We were organized in New Orleans, La., 
and our membership has spread throughout the country. At this time we are 
working in all States of the Union, including the District of Columbia. 

We send our material to newspapers throughout the country, each U.S. Sena- 
tor and Members of the House of Representatives in Washington. We also 
contact State Governors, State legislatures, municipal councils, and other public 
podies. We have made many statements in testifying before committees of the 
Congress, departments or agencies of the Federal Government, State legislatures, 
public boards, and city councils. 

We support legislation beneficial to all small businesses and our members in 
particular, and we likewise oppose legislation which is detrimental. We render 
services to small businesses and individuals, helping them to go into business, 
stay in business, secure sources of supplies and material, funds to operate the 
business and for expansion purposes. There is no service too large or small for 
the American Association of Small Business, Inc., to undertake for one of its 
members. All a member has to do is tell us about his problem and we do our 
utmost to help solve it. We are a service organization and we endeavor to 
encourage small businesses to patronize each other, work together, so that they 
may expand and become as big as their initiative, ability, and energy will 
permit. We are now working in a field of over 47 million individuals engaged 
in small businesses and professions. 

Some of the gentlemen appearing before the Senate Small Business Commit- 
tee at the hearing conducted by Senator Russell B. Long as acting chairman, 
will be members of the American Association of Small Business, Inc. They 
will present very valuable material with which your committee can work in your 
efforts to develop a program beneficial to the export and import trade of our 
Nation. 

No doubt most of the members of the committee are familiar with H.R. 5068, 


which was reported favorably by the Senate Committee on Interstate and 
Foreign Commerce, after adopting the text of S. 2300, the companion measure 
in the Senate. This legislation was returned to the House during the last 
session of the Congress and would have been referred to a Senate-House con- 
ference committee to reconcile the differences in the Senate and House versions 
of the bill had the Congress not decided to adjourn at such an early date last 
August. 

One of the most vital things that can be done to assist and revitalize, or, in 
fact, keep the export and import business alive in this country is to enact with 
all speed, during the forthcoming Congress, legislation similar to H.R. 5068 
and 8. 2300. 

Anyone who has had anything to do with the export and import business 
knows that the ocean freight forwarding industry is the most vital link between 
the shipper and the oceangoing carriers. The ocean freight forwarding industry 
has served the shipper and the carriers for generations, performing all manner 
of services which a shipper could not attend to without going to great expense. 

These services performed by the ocean freight forwarding industry are done 
at a very nominal fee and by experts who have been trained for generations in 
a field which has become a specialty. 

Members of the ocean freight forwarding industry contact shippers through- 
out the Nation and endeavor to handle the routing of shipments to cargo vessels 
in the same manner a tourist agency directs and arranges a trip abroad for an 
individual citizen. 

Therefore, unless the Senate bill as passed by the 86th Congress is promptly 
approved by the forthcoming Congress, it appears that the ocean freight for- 
warding industry will, in all probability, disappear from the economic scene 
of our Nation. 

I want to take this opportunity to thank you for having permitted me to pre- 
sent my statement. I trust that you will be kind enough to incorporate this 
statement in the report of the hearings you are now conducting. 


Senator Lone. Our next hearing is scheduled for December 14, in 
San Francisco. Until then the committee stands in recess. 


(Whereupon at 4:14 p.m. the committee recessed, subject to the call 
of the Chair.) 





SMALL BUSINESS EXPORTS AND THE WORLD 
MARKET—1960 


WEDNESDAY, DECEMBER 14, 1960 


U.S. SENATE, 
Setect ComMirrer oN SMALL Bustness, 
San Francisco, Calif. 

The committee met, pursuant to recess, at 10 a.m., in room 300, 
Public Health Service Building, 101 Grove Street, San Francisco, 
Calif. 

Present: Senators Clair Engle of California (presiding), E. L. 
(Bob) Bartlett of Alaska, and Jennings Randolph, of West Virginia. 

Also present: Walter B. Stults, staff director; Raymond D. Watts, 
counsel; Harold Putnam, counsel, and Robt. T. Murphy, professional 
staff member of the Interstate and Foreign Commerce Committee, 
U.S. Senate. 

Senator Eneur. The hearing will please come to order. 

I am happy to welcome you here this morning both as a Senator 
from California and as acting chairman of the Senate Small Business 
Committee by designation of Senator John Sparkman of Alabama, 
our chairman. 

I am pleased to have with me here this morning Senator Jennings 
Randolph of West Virginia, and Senator Bob Bartlett of Alaska. 

This is the third and final hearing of the U.S. Senate Committee on 
Small Business, which has been investigating the problem of small 
business exports as related to the world market. My colleagues and I 
appreciate your coming here to San Francisco today, and we look for- 
ward to your testimony. 

Hearings on this vital subject have been held already in New York 
and New Orleans. Prior to that, our committee completed a study 
of the import problem—*“The Impact of Imports on Small Business.” + 

But today, we seek helpful recommendations that will assist the 
thriving small business enterprises of our country to take a more ac- 
tive and profitable part in our export trade. 

Such participation may be vital to the success of these small Ameri- 
can enterprises. And a swelling volume of such exports is certainly 
vital to the economic security of our country, and our position of lead- 
ership in the world. 

Our committee embarked on this import-export study many months 
ago, but since that time many other agencies of Government have 
focused their attention on this troublesome problem. 


1Hearing “Impact of Imports on American Small Business,” June 16, 1960. S. Rept. 
1908 (Aug. 23, 1960), 86th Cong. 2d sess. 
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Our Treasury Department is concerned about the flight of gold. 
All agencies of Government have been warned about the seriousness 
of our unfavorable balance of international payments. ‘The Presi- 
dent has taken the drastic step of reducing the number of dependents 
of servicemen who can live overseas. 

So our subject matter here today is timely. It may well be the 
most serious problem facing the new administration. We want your 
comments and your helpful s suggestions. 

We learned at the New York hearing that out of nearly 5 million 
businesses in America, most of them small, and out of some 300,000 
manufacturers, only 12,000 manufacturers are engaged in the export 
trade. 

We want to know why that number is so small, and what we can do 
further to increase it. 

We want to hear from our Government witnesses what they are 
doing for the small business community now. And we want to hear 
from the small businessman what more the Government could or 
should do. 

We had much testimony in New York * about the need for further 
export insurance or credit guarantee programs. We welcome your 
comments about the program already launched by the Export-Import 
Bank, and any suggestions you may have for expanding it or im- 
proving it. 

Big business has been able to take care of itself in this complicated 
field of foreign trade, that is, for the most part. Small business needs 
help. And help for small business is important to our foreign policy. 
We need to demonstrate to the undeveloped countries that our system 
of government provides more economic freedom, as well as more 
political freedom, than does the Russian system. 

So we direct our attention here today primarily to suggestions for 
increasing small business participation in the export program. Since 
we meet in California, in the great port city of San Francisco, we 
also will direct our attention primarily to the possibilities of expand- 
ing trade to the foreign lands across the Pacific, and down our coast 
to the countries of Latin America. 

We welcome your comments and suggestions. We are ready for 
the first witness, and our first witness today is Mr. Edwin Kirby, 
Deputy Managing Director for Private Enterprise, Development 
Loan Fund, W Tashington, D.C. 

We have this morning six witnesses. This afternoon we have even 
a longer schedule of witnesses. 

Most of these witnesses are scheduled for 15-minute statements, 
and I am advised that we are required by our host, the San Francisco 
Public Health Service, to vacate the hearing room at 5 o’clock sharp 
this afternoon, or before. 

As a consequence, we are going to be somewhat curtailed in hearing 
all the witnesses we want to hear, and we want to hear everybody. 
For that reason, we would like to ask that you stick pretty close to 
your prepared manuscript and stay within the time limits, if you 
can. 


2 Hearing held in New York City, Nov. 17, 1960. See beginning p. 1. 
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Now, before I introduce Mr. Kirby for his testimony, I would like 
again to refer to my colleagues who have come a great distance. 
Senator Bartlett has come all the w ay from Alaska to participate in 
these hearings. 

Senator Jennings Randolph of West Virginia was vice president 
of Capital Airlines in Washington, D.C., for a number of years. 
While living in the Washington area, he was chairman of the World 
Trade Committee of the Washington Board of Trade. He has had 
extensive experience in this particular field of imports and _ ex- 
ports, as well as his business associations. He comes from a State 
that is suffering dreadfully as a depressed area. Some 30 percent 
of his people tod: ay in that area are unemployed. He also knows the 
impact on small business of economic difficulties resulting from the 
depressed area in which he lives, as well as such that occurs from 
imports and problems of export. 

Jennings, we would like to have a word from you, if you have 
some remarks to make. We are grateful for your being here. You 
held and conducted the hearing yourself in Washington, D.C., and 
printed a report on the subject matter of that hearing which is 
available to those who may be interested. It is an illuminating 
document on this subject. We are especially grateful that you 
have taken the time, after a long and ardous campaign, to come 
out here and participate in these proceedings. 


STATEMENT OF HON. JENNINGS RANDOLPH, U.S. SENATOR FROM 
WEST VIRGINIA 


Senator Rannouten. Thank you Clair. We are under the com- 
pulsion of a time limitation, as has been explained by our chairman. 
I am delighted to join with my colleague, Senator ‘Clair Engle, of 
California, with whom I served in the U.S. House of Representa- 
tives, here in his home State as he conducts very important hearings 
on a problem vital to American business. I am privileged also to 
be associated in these hearings with Senator Bob Bartlett, of Alaska. 

I served not only with Clair in the House of Representatives, I 
served there also with Bob when he was the delegate from Alaska. 
I am sure that Clair and I both are delighted to serve with you in 
the Senate of the United States. But with these pleasantries aside, 
references has been made to the hearing held in Washington, D.C., 
which was an all-day conference. More | than 20 persons were heard, 
and perhaps that number or more filed statements which were made 
a part of the record. 

It was on the date of June 16 of this year. 

The hearing, I think, highlighted some of the trade difficulties 
which have accrued to certain segments of small business through 
the fact of rising imports. 

I will not labor that point this morning. That was only one side 
of the subject that we were then exploring. Here today, basically, 
we are exploring the other side, exports. 


® Hearing held June 16, 1960, before the Subcommittee on Relations of Business With 
Government, Senate Select Committee on Small Business, on “Impact of Imports on 
American Small Business.”’ §S. Rept. 1908, 86th Cong., 2d sess. Available upon request 
to this committee. 
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I do feel, however, that there can be an oversimplification some- 
times in saying that there are just the two sides, the export side and 
the import side. 

In a problem of this kind there are as many sides, frankly, to 
this question as there are parties at issue, and there are different 
types of business that are operative, and even within one industry 
there will be different types of developments within that one in- 
dustry. It is a complicated subject, we know, and I am sure that 
here on the west coast, in Los Angeles, and now in San Francisco, 
Clair, your efforts and those of your constituency who will speak, 
will be very helpful. 

Thank you. 

Senator Eneie. Thank you, Jennings. 

On my left in Senator Bob Bartlett, of Alaska. 

Senator Randolph has pointed out that he served as a delegate 
from Alaska prior to the time that Alaska was admitted to statehood, 
and I worked with him over a number of years to get Alaska into 
the Union. 

Senator Bartlett was author of the bill that brought Alaska into the 
Union, and since 1958 has served in the U.S. Senate. He is a great 
and close friend of mine. He is here feeling a little worse for the 
wear. He got the flu. I assume he brought it down with him from 
Alaska. 

We wouldn’t do anything like that to him in San Francisco, but 
notwithstanding the fact that yesterday he spent the day in bed with 
the flu, and a high fever, he is here to attend the hearings, and to 
listen as long as he can to this testimony. 

Bob, we are glad to have you here, and we appreciate the fact that 
you came down from Alaska to attend these hearings, and we are 
especially grateful that you came here this morning, notwithstanding 
the illness which laid you up yesterday. I am sure that with our 
California climate and this clean San Francisco weather you will 
be back on your feet and get back to Washington in fine feather. 

Bob, if you have something to say I will be glad to hear from you 
at this time. 


STATEMENT OF HON. E. L. BARTLETT, U.S. SENATOR FROM ALASKA 


Senator Barrierr. Thank you, Senator Engle. It is not so much 
that you worked with me on the problem of Alaska’s statehood, I 
was particularly interested to come to this hearing because in this 
specific realm of the world where we live across the water from the 
bulk of the world’s population, there is, and we hope there will be 
in the future, even a greater opportunity to expand our trade with 
Asia. 

In a very minor way in Alaska during the last few years we have 
entered into a trade connection with Japan, mutually beneficial, I 
am sure, and from California to Alaska I am convinced that this 
can be expanded notably, during the years immediately ahead, as it 
ought to be, and in that expansion it is the conviction of all of us, 
I know, that small business should play its appropriate part in bring- 
ing about closer trade relations between the American West and the 
Asiatic market. And so it is, Chairman Engle, that I am glad to be 
here today. 
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Senator Ener. Thank you very much, Bob. 

If there are any newspaper people present there are several chairs 
over here. We will make room for you. I am always glad to have 
the press present, and especially to have you write about us in the 
paper. 

Now, our first witness is Mr. Edwin Kirby, Deputy Managing 
Director for Private Enterprise, Development Loan Fund, W ashing- 
ton, D.C. 

Mr. Kirby, we are glad to have you here, and we will be glad to 
hear your statement. 


STATEMENT OF EDWIN D. KIRBY, DEPUTY MANAGING DIRECTOR 
FOR PRIVATE ENTERPRISE, DEVELOPMENT LOAN FUND, WASH- 
INGTON, D.C. 


Mr. Krrsy. Mr. Chairman, and members of the committee, my 
name is Edwin D. Kirby, and I am Deputy Managing Director for 
Private Enterprise in the Development Loan Fund. Until joining 
the Fund in November 1959, I had been a small businessman in Ur- 
bana, Ohio, for more than 380 years. 

I should like to call your attention to my title, Deputy Managing 
Director for Private Enterprise. The office I hold was created about 
a year ago because of the Development Loan Fund’s absolute con- 
viction that U.S. private enterprise is the essential mechanism of 
the U.S. economy; that private enterprise therefore is the main ve- 
hicle through which our country’s economic objectives throughout 
the world must be achieved; that we in the Development Loan Fund 
must encourage and help U.S. private enterprise to carry out de- 
velopment undertakings overseas; and that we can do this mainly by 
helping private enterprise to make a profit from such undertakings. 
When I speak of “U.S. private enterprise,” I mean both large and 
small enterprises; but in actual experience, as I shall show, a surpris- 
ing amount of our activity has concerned small business. 

I am reluctant to take up the time of this committee with a descrip- 
tion of the Development Loan Fund or its procedures. However, I 
realize that we are a new agency, not as well known as some of the 
old-established agencies like the World Bank or the E xport-Import 
Bank; so, with your permission, I will start by saying just a few 
words to characterize and identify our operation. 

The Development Loan Fund is an independent Government cor- 
poration created in 1957 to meet a specific, important problem that 
had arisen in connection with our Government’s efforts to assist the 
economic growth of the less-developed free nations. Those countries 
need dollar credit to buy machinery, hire expert services, and intro- 
duce 20th century know-how into their economies. They had been 
obtaining dollar credit from the older financing agencies, principally 
from the Eximbank and the World Bank. Both of those agencies re- 
quire dollar loans to be repaid in dollars, and by 1957 the underde- 
veloped nations were seeanenlibell the limit of their ability to carry 
any more dollar debt load. Yet the development task was still far 
from finished, and a great deal of dollar financing was still urgently 
needed by the ‘dev eloping countries of the free world. 
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The Development Loan Fund was created to help solve this prob- 
lem. DLF provides needed dollar credit without adding to the dol- 
lar debt loads of the borrowing nations. It does this by accepting 
repayment in local currencies such as pesos, rupees, guaranies, rials, 
and the like. In all other respects the businesslike procedures of the 
banker-borrower relationship are preserved. DLF loans are scruti- 
nized as carefully, and managed and supervised as prudently, as any 
loan made by a commercial bank. 

It should be borne in mind that the primary purpose of all our 
activities is to carry out our basic function of promoting economic 
growth in less-developed countries. 

Now, let me get down to the specific matter of the DLF and small 
business, 

When it was first established, the DLF permitted the proceeds of 
its loans to be used for procurement anywhere in the free world. But 
on October 20, 1959, our Board of Directors adopted a policy of 
placing primary emphasis on financing the procurement of goods and 
services within the United States. It “pointed out at the time that in 
the cases of certain projects or programs then under consideration, 
the DLF would seek to avoid undue hardship on the borrowers. 

Our first year’s experience with this policy was thus a transitional 
year. An analysis of incomplete data on foreign exchange direct 
credits extended during that year shows that about. 80 percent of the 
funds—about $440 million out of $ $551 million—were required to be 
spent within the United States. There is no doubt that the proportion 
of foreign exchange credits which are spent in the United States 
will increase as time goes on. 

A good share of this money will go directly to small- or medium- 
sized U.S. firms. As an example, we recently received a list of the 
contracts awarded in connection with the completion of a fertilizer 
plant with DLF funds. Fifty-four contracts with a total value of 
$4,800,000 were awarded directly by the borrower to 48 U.S. firms. 
The value of individual contracts ranged from $500 to more than 
$1 million, and 21 of them were for amounts less than $10,000. 

Another considerable portion of our money goes to small firms 
indirectly. On this same loan for the fertilizer pla int, we got in touch 
with 17 U.S. firms which between them had received direct contracts 
involving about $4 million of the $4,800,000. They revealed that 
more than $1,300,000 of that sum had been passed to at least 415 
smaller firms who served as suppliers to the prime contractors. 

An even more striking example was provided by General Motors 
Corp. Last June they wrote us as follows: 

During 1959, the Development Loan Fund advanced a credit of approximately 
$1,700,000 to General Motors to finance 11 diesel electric locomotives for Taiwan. 
General Motors, in turn, spent approximately 50 percent of these dollars for 
goods supplied by over 1,250 production suppliers whose plants are located in 
32 States. More than 65 percent of these supplier firms employ less than 500 
employees, and 40 percent employ less than 100 employees. 

This is the record on the financing of just 11 diesels. I might point 
out that through last October the DLF had financed the procurement 
in the United States of 214 diesel locomotives through eight loans 
to five nations. 
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The same kind of experience has been reported by the Export- 
Import Bank—and I should point out that while that Bank differs 
from DLF as regards the method of repayment of loans, its practices 
regarding procurement are almost identical with ours. 

Recently the Eximbank reported that a loan of $77 million made 
for a steel mill project in Chile had generated about $150 million of 
expenditures in the United States for machinery and equipment, and 
that this expenditure was carried out through 8,194 separate orders 
placed with 909 different U.S. suppliers. 

Our loans finance the procurement not only for goods but of serv- 
ices, notably of engineering services. With your permission, Mr. 
Chairman, I should like to offer for the record a list of the U.S. firms 
which have received contracts for engineering services on DLF 
projects. You will note that many of them are relatively small firms, 
and that 11 of the 43 firms are western firms—5 of them California 
firms. 

Senator Eneie. It will be made a part of the record at this point. 

(The exhibits submitted by Mr. Kirby follow :) 





Exutsit 29 
CONSULTING ENGINEERS WORKING ON DEVELOPMENT LOAN FUND LOANS 


Guy Panero Engineers, 630 Third Avenue, New York, N.Y., loan No, 62, Saigon- 
Cholon water supply. 

The Kuljian Corp., 1200 North Broad Street, Philadelphia, Pa.; loan No. 122, 
3arauni thermal power ; loan No. 130, Durgapur thermal power. 

Gibbs & Hill, Inc., 461 Eighth Avenue, New York, N.Y.; loan No. 84, Kosovo 
thermal electric plant; loan No. 125 Chandrapura thermal power ; loan No. 133, 
Nan-Pu thermal powerplant; loan No. 173, Kosovo thermal plant (2d stage). 

International Engineering Co., Inc., 74 New Montgomery Street, San Francisco, 
Calif.; loan No. 23, Karnafuli multipurpose development; loan No. 58, Arti- 
bonite Valley irrigation. 

Tipton & Kalmbach, 300 Insurance Building, Denver, Colo.; loan No. 25, Punjab 
ground water. 

Miner & Miner, 905 16th Street, Greeley, Colo.; loan No. 25, Punjab ground 
water; loan No. 79, secondary transmission system. 

Hudson Engineering Corp., P.O. Box 6158, Houston Tex.; loan No. 74, Sui gas 
transmission. 

Meissner Engineers, Inc., 300 West Washington Street, Chicago, Ill.; loan No. 
104, Highway Les Cayes to Port-au-Prince. 

Brown & Root, Inc., P.O. Box 3, Houston, Tex.; loan No. 1, highway develop- 
ment; loan No. 111, Aquaytia-Pucallpa Road. 

Cook Electric Co., 2700 North Southport Ave., Chicago, Ill.; loan No. 43, tele- 
communications. 

William H. Byrne, 50 Church Street, New York, N.Y.; loan No. 24, Tripoli power 
project. 

Hydrotechnie Corp., 32 East 57th Street, New York, N.Y.; loan No. 106, Triffa 
irrigation project. 

Black & Associates, Inc., 700 SE. Third Street, Gainesville, Fla., loan No. 64, 
Matagalpa public utilities. 

Morrison-Knudsen International, 319 Broadway, Boise, Idaho; loan No. 14, 
Brazilian Road. 

Col. H. O. Bixby Associates, Inc., West Gray, Maine; loan No. 91, telecommuni- 
eations. 

Paul Weir Co., Inc. (WEIRCO), 20 North Wacker Dr., Chicago, Ill. ; loan No. 70, 
Zonguldak coal development. 

Ebasco Services, Inc., 2 Rector Street, New York, N.Y.; loan No. 98, BIE power 
distribution. 

Deleuw, Cather & Co., 1308 18th Street NW., Washington, D.C.; loan No. 139, 
Mus-Tatvan Railway. 

Koppers Co., Inc., Pittsburgh, Pa.; loan No. 169, Eregli steel mill. 

Chemical Construction Corp. (CHEMICO), 525 West 43d Street, New York, 
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N.Y.; loan No. 31, Pancevo nitrogen fertilizer; loan No. 93, Oriental chemical 
soda ash plant. 

Arnold Belchetz, 30 Walnut Avenue, Larchmont, N.Y.; loan No. 31, Pancevo 
nitrogen fertilizer; loan No. 135, Zagreb plastics. 

Airways Engineering Corp., 1212 18th Street, NW., Washington, D.C.; loan 
No. 57, Pudahuel Airport; loan No. 82, El Alto Airport; loan No. 134, Pudahuel 
Airport construction. 

Rader & Associates, 111 NE. Second Avenue, Miami Fla.; loan No. 10, Asuncion 
waterworks; loan No. 44, Pan American Highway; loan No. 102, Highways, 
IBRD. 

J. G. White Engineering Corp., 90 Broad Street, New York, N.Y.; loan No. 42, 
railway development. 

Daniel, Mann, Johnson & Mendenhall, 3325 Wilshire Boulevard, Los Angeles, 
Calif. ; loan No. 80, harbor development. 

Chrysler Corp., Detroit, Mich.; loan No. 109, Indonesia Service Co. 

Willys Overland Export Corp., Toledo, Ohio; loan No. 109, Indonesia Service Co. 

Bechtel Corp., 200 Bush Street, San Francisco, Calif.; loan No. 61, Chung-Ju 
hydroelectric project. 

Tectum Corp. 246 North High Street, Columbus, Ohio; loan No. 95, Tec Pan 
Industrial Corp. 

Chem Tex, Inc., 821 United Nations Plaza, IBM World Trade Building, New 
York, N.Y.; loan No. 153, Korea nylon plant. 

Bureau of Public Roads, Washington, D.C.; loan No. 67, roads, bridges and 
equipment. 

Adamson Engineering, 51 East Colorado Boulevard, Pasadena, Calif.; loan No. 
81, Bataan pulp and paper mill. 

Turnbull, Inc., 17385 East 23d Street, Cleveland, Ohio; loan No. 92, Mindanao 
cement project. 

Burns & Roe, 160 West Broadway, New York, N.Y.; loan No. 7, Asia Cement 
Corp. 

Tippetts-A bbett-McCarthy-Stratton, 62 West 47th Street, New York, N.Y.; loan 
No. 17, Shihmen multipurpose dam. 

Page Communications Engineers, Inc., 2001 Wisconsin Avenue N.W., Washing- 
ton, D.C., loan No. 114, telecommunications system. 

Rogers Engineering Co., 16 Beale Street, San Francisco, Calif.; loan No 19, 
Bangkok electricity ; loan No. 163, Salgon electric power. 

Corps of Engineers, APO 271, New York, N.Y.; loan No. 86, Karachi commercial 
jet strip. 

Harza Engineering Co., 400 Madison Street, Chicago, Ill.; loan No. 127, Indus 
Basin: loan No. 137, Canaveral hydroelectric project ; loan No. 136, Oued Ne- 
bana Dam. 

Parsons & Whittemore Industries, Ltd., 250 Park Avenue, New York, N.Y.; loan 
No. 36, Tunisia pulp factory; loan No. 101, PICIC (2d loan); loan No. 116, 
bagasse pulp mill plant. 

Engineering Consultants, Inc., 1940 West Mississippi Avenue, Denver, Colo.; 
loan No. 107, Greece-Acheloos River. 

Amman & Whitney Engineering Services, 1502 Connecticut Avenue NW., Wash- 
ington, D.C.; loan No. 97, highway construction. 

Allen K. Hamilton Association, Inc., Woodstock, Ill.; loan No. 148, telecom- 
munications network. 


Mr. Kirsy. In many cases the projects involved in our loans proba- 
bly would not have been built—at least not for sometime—without 
our assistance. In many other cases, they might have been built 
through other financial arrangements involving procurement outside 
the United States. So it is apparent that Us small business has a 
direct dollars-and-cents stake of considerable magnitude in the opera- 
tions of the Development Loan Fund. 

We do not treat these benefits to U.S. business as merely an inci- 
dental aspect of our operations. We ourselves have taken energetic 
steps to maximize them. 

One of our principal means of aiding U.S. small business is to 
provide timely and detailed information of the sales opportunities 
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we are creating. Furthermore, we try our best to help small firms 
throughout the country have the same information, at the same time, 
as a large firm which maintains representatives in Washington, D.C. 

Information about our projects is made available through two main 
channels. One channel consists of the normal press releases that we 
issue primarily to fulfill our responsibility to let the public know 
what 1s being done with the money entrusted to us. These releases 
generally contain basic information useful to suppliers, such as a 
brief description of the project and the identification of the borrower. 
They are made widely available to the press and are issued free of 
charge on request to individuals or firms. 

This is not attached to my statement, but I would like to present 
for the record copies of these press releases. One is the announce- 
ment of an approval of a loan and the other is the announcement of 
the signing of a loan. 

Senator Eneiz. Without objection, the material will be made a part 
of the record at this point. 

(The documents referred to are as follows :) 


Exutert 30 
[Press release, December 9, 1960] 
DLF Siens Srx Loans To INpIA ToraLine $114,100,000 


The Development Loan Fund today announced the signing of loan agreements 
eovering six U.S. Government loans totaling $114,100,000 for projects and pro- 
grams in India. Approval of all these loans has been previously announced as 
indicated below. 

Five of the loans were signed in New Delhi by DLF’s Managing Director, 
Vance Brand, who is visiting project sites and conferring with officials and 
businessmen in India, Pakistan, Thailand, and the Republic of China (Taiwan). 
The sixth, a loan to the Industrial Finance Corp., was signed in Washington 
by Acting Managing Director Hart Perry. 

Industrial Finance Corp. of India, $10 million (see DLF release No. 44, Apr. 
20, 1960). To provide funds which will be re-lent to private borrowers in speci- 
fied categories of enterprise. DLF funds lent to any one borrower in amounts 
totaling more than $100,000 must be spent within the United States. The IFC 
is a major source of medium- and long-term credit for private industrial un- 
dertakings in India. It is an autonomous corporation established in 1948. 
Though the Government holds a controlling interest in the share capital, capital 
also has been contributed by Indian banks, cooperative societies, and other insti- 
tutions. During the past 10 years it has made loans to chemical, paper, cement, 
metal products, glass, machinery, electrical apparatus, motor vehicle, and other 
industries, and has generally encouraged the development of private industries 
in India. 

Kanpur thermal electric powerplant, $1,600,000 (see DLF release No. 72, July 
14, 1960). To expand the facilities of an existing plant in the State of Uttar 
Pradesh by adding 15,000 kilowatts of generating capacity plus transmission 
and distribution facilities needed to serve an additional 15,000 customers. The 
plant addition consists of a turbine-generator, boiler, switch-gear, and acces- 
sories, plus 15,000 service connections and 120 miles of line. Orders for major 
equipment have already been placed. 

Barapani hydroelectric powerplant, $2,500,000 (see DLF release No. 73, July 
15, 1960). To finance the foreign-exchange costs of building a 27,000-kilowatt 
hydroelectric powerplant and ancillary transmission and substation facilities 
in the State of Assam. The project will include a 210-foot concrete dam, two 
earth dams, tunnels, penstocks, and a powerplant containing provision for four 
9,000-kilowatt generating units, of which only three will be installed initially; 
also approximately 100 miles of 66-kilovolt transmission line and a switchyard 
with transformers and switchgear. The project will help regulate the flow of 
the Umtru River and make possible the generation of further power at existing 
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or prospective powerplants downstream. Procurement will be in the United 
States and abroad. 

Third railway loan, $50 million (see DLF release No. 78, Aug. 12, 1960). To 
procure diesel locomotives, electric locomotives, and centralized traffic control 
equipment. The traffic-control and signaling equipment will be installed on 
India’s Northeast Frontier Railway. The electric locomotives, costing approxi- 
mately $10 million, are of a type not manufactured in the United States and 
will be procured elsewhere. The 170 diesel locomotives and the control equip- 
ment will be procured in the United Sttaes. 

Capital equipment for private industries, $25 million (see DLF release No. 99, 
Oct. 19, 1960). To import capital equipment needed to increase the produc- 
tive capacity of small- and medium-sized private enterprises in selected cate- 
gories of industry. The encouragement of a broad base of private industry 
is regarded as necessary to achieve self-sustained economic growth in India. 
Most of the equipment is expected to be used by industries in the fields of 
metallurgy, electrical installations, industrial machinery, machine tools, earth- 
moving machinery, and chemicals. Procurement will be in the United States. 

Third steel loan, $25 million (see DLF release No. 101, Oct. 20, 1960).—To 
finance the importation of steel sheets, tinplate, strips, tool and alloy steel, billets, 
wire, and rods needed by private and public enterprises in India. Most of the 
imported steel will be used by private Indian enterprises. A small portion will 
be used by a public aircraft firm and the posts and telegraphs department. 
While India builds up its own steel production, this loan will help meet some 
critical needs for steel, particularly in the private sector which has been most 
adversely affected by shortages of domestic steel and of foreign exchange. 
Procurement will be in the United States. 


Exuratt 31 


[Press release, November 26, 1960] 
DLF Approves $12,700,000 LoAN FoR THERMAL POWERPLANT PROJECT IN VIETNAM 


The Development Loan Fund today announced approval of a U.S. Government 
loan of $12,700,000 to the National Office for Reequipment of Installations for 
Production and Distribution of Electric Power (ONDEE), an agency of the 
Government of Vietnam. The loan will be used to finance the foreign-exchange 
costs of establishing a 33,000-kilowatt thermal powerplant, together with related 
transmission and distribution facilities, which will provide electric power to the 
Saigon-Cholon area. Details of the loan agreement remain to be negotiated. 

A U.S. consulting engineering firm will be engaged by ONDEE to perform 
the engineering-design and procurement services and to supervise construction. 
The equipment is to be purchased in the United States by competitive bidding. 

The powerplant will be located at Thu-Duc, just north of Saigon and near the 
Saigon River. It will consist of a single-boiler turbine-generator unit and will 
include the necessary auxiliary equipment, condenser cooling-water facilities, 
shops, and the like. The 26-mile 66-kilovolt transmission system will include 
four 66/15-kilovolt substations to furnish power to the distribution system 
in the Saigon-Cholon area, and one similar substation powerplant to serve ad- 
jacent areas. The project also includes about 40 miles of 15-kilovolt distribution 
line. 

The thermal powerplant, together with hydroelectric powerplant at DaNhim 
(about 150 miles from Saigon) to be built by the Japanese under a reparations 
agreement will furnish most of the electric power requirements for the Saigon- 
Cholon area in the near future. The thermal plant, which is expected to be 
completed by mid-1963, will help meet growing peak power demands until the 
DaNhim plant comes into operation. The two plants together will then pro- 
vide base power for the region, while certain older diesel plants already in 
existence will be used to provide peaking and standby power. 

The thermal plant will burn indigenous anthracite coal. Substitution of 
coal-fuel and hydropower for much of the presently used diesel generation, which 
requires imported oil, is expected to reduce the cost of power in the area. 

Power demands in the Saigon-Cholon area have been increasing at the rate 
of 13.7 percent per year in spite of the fact that load growths have been limited 
by lack of available capacity. Now the plans of the Vietnam Government to 
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expand industrial activity will call for still further supplies of power. In the 
near future, the Government expects to expand or introduce industries to pro- 
duce such commodities as cement, rolled steel, urea and limestone fertilizer, 
electrical apparatus, foundry products, paper, glass, pottery, pharmaceuticals, 
tires, and chemicals. 

The project is supported by power surveys, coal-supply studies, and economic 
and technical reports made by several U.S. engineering firms. 

Mr. Kirey. It is an indication of the interest of U.S. businessmen 
in our operations that approximately 1,000 American seems and 
supplying firms, banks, lawyers, consulting engineers, management 
consultants, t “ade associations, chambers of commerce, and the like, 
located in 40 different States, have asked to receive these announce- 
ments. I note that 58 of our addressees are located here in California. 

The other channel of information consists of information about 
procurement transactions carried out by our borrowers from time to 
time with the funds we provide. 

The loan agreements signed by our borrowers require them to pro- 
vide us with advance notice of proposed procurement actions. ‘This 
notice is to contain complete information about the purchases contem- 
plated with our funds, including detailed specifications stated in terms 
of U.S. standards. 

We have tried a number of means of circulating this information 
to American businessmen. Our latest technique was put into effect 
last October, when we arranged to have the information published by 
the Department of Commerce in its daily “Synopsis of U ‘5. Govern- 
ment Proposed Procurement, Sales, and Contract Awards,” and again 
in digest form in its Foreign Commerce Weekly. Both of these 
publications are available to U.S. businessmen by subscription. 

Now, may I digress just a moment, and present to the committee the 
“Synopsis of U.S. Government Proposed Procurement, Sales, and 
Contract Awards.” You will notice on this page a list of DLE pro- 
curements. Also, I have a copy of the Foreign Commerce Weekly.‘ 
On page 9, you will notice the other listings of DLF possibilities. 

Senator Ene tr. Without objection, these documents may be made 
a part of the file but not a part of the record. It is not possible to 
reproduce them, but the information is vital to the committee, and 
we will keep it as a part of the file. That will apply to both docu- 
ments. 

Mr. Kirsy. We are told that since they began carrying DLF pro- 
curement information, their circulations have been rising by 100 to 

150 per week, with much of the increase attributed to the interest 
felt by U.S. business in DLF activities. Incidentally, the “Daily 
Synopsis” circulation here in California is about 1,200 out of a total 
circulation currently about 13,000. 

In spite of these efforts, we have been aware that the Development 
Loan Fund still is not as widely known throughout the American 
business community as it should be. We realized that if we simply 
waited for businessmen to discover us, the firms which had represent- 
atives in Washington would have a considerable advantage over 
smaller businesses which could not come to our doors as easily. So, 
insofar as our funds and circumstances permit, we have gone out and 
carried our story to them. 





4 Retined in committee files. 
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During just 3 months last spring, I, with members of my staff, 
visited 18 cities in all parts of the country, from New Orleans to 
Buffalo, and from Atlanta to Seattle. During these trips we talked 
with officials of 33 banks and 80 different business firms, and made 
presentations before 13 chambers of commerce or similar business 
groups. We also visited as many as possible of the 33 Commerce 
Department field offices, all of which are helping to bring DFL-gen- 
erated business opportunities to the attention of small business firms, 

The committee may be interested in inspecting a brief memorandum 
concerning our visit to this city of San Francisco. With your per- 
mission, I shall offer it for the record. 

Senator Ener. Without objection, the document will be made a 
part of the record at this point. 

(The document referred to is as follows :) 


ExHIBIT 32 
DEVELOPMENT LOAN FUND, PRIVATE ENTERPRISE DIVISION 
VISIT TO SAN FRANCISCO, MAY 25-27, 1960 


During the 3-day visit, DLF representatives— 

1. Made a luncheon talk before the San Francisco Area World Trade Associa- 
tion, an affiliate of the chamber of commerce. Forty or fifty people were 
present, who asked many questions. 

2. Made a half-hour radio talk broadcast by station KNBC and several other 
stations in northern California under the auspices of the World Affairs Council 
of Northern California. 

3. Spent a morning at the Department of Commerce field office. 

4. Visited 13 firms in the San Francisco area. Thirty-seven leading company 
officials took part in discussions during these visits. The discussions covered a 
wide range of topics connected with DLF activities, investment assistance, and 
the like. The companies included banks, engineering firms, producing firms, con- 
tractors, a law firm, a business consultant firm, and investment firms. 

Mr. Kirsy. I might also mention the hundreds of direct inquiries 
we receive during the course of a year from all kinds of business 
firms. These inquiries come in by phone, letter, telegraph, and per- 
sonal visits. In the aggregate they constitute a considerable volume 
of service provided to American business firms of all sizes. 

So far I have been talking about our relations with American 
business firms which produce and sell goods and services. Now I 
would like to discuss an entirely different kind of service—that is, the 
service we render to American enterprises who seek to make long- 
range investments or to establish new businesses in underdeveloped 
countries. 

American businessmen are becoming increasingly interested in in- 
vestment in newly developing regions. They are coming to realize 
that the underdeveloped areas of the world, precisely because they 
are underdeveloped, are frontiers of opportunity, somewhat as the 
western regions of the United States were a century ago. Our Govern- 
ment wishes to encourage American businessmen to invest their know- 
how and money in such developing countries. 

But investment overseas, especially in the less developed countries, 
involves unusual problems and risks. Large firms have accumulated 
considerable experience in dealing with these problems and usually 
have the financial and other resources needed to cope with them. But 
many smal] business firms and investors need help which the DLF can 
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and does provide. Such smaller investors often are experienced and 
knowledgeable in some line of enterprise needed in the developing 
areas—for example, the production of chemicals, cement, paper, or 
other products. They may be willing to put up some risk capital. 
But often they do not feel they can take all of the risks involved. 

This problem of financing and risk-sharing has been one of great 
concern to the U.S. Government, and the Development Loan Fund is 
one of a number of agencies through which it seeks to assist such 
investors. The DLF can provide assistance through direct loans, or 
by guaranteeing loans made by other sources of financing. 

I have here some brief descriptions of a number of the loans we 
have made in pursuance of this objective. In deference to the clock, 
I will not undertake to tell you about these loans now, but instead, 
with your permission, will offer this exhibit for the record. 

Senator Enerie. Without objection, it will be made a part of the 
record at this point. 

(The document referred to is as follows :) 


Exurrit 33 


Some DLF Loans In Alp or SMALL U.S. BUSINESS INVESTMENTS OVERSEAS 


Tec Pan: An Ohio firm, the Tectum Corp., which manufactures a building 
material out of wood excelsior and chemical binder, saw an opportunity to help 
set up a plant in Korea, using rice straw instead of wood excelsior as the basic 
raw material. The DLF believed this proposal to be of great potential signifi- 
cance, for throughout most of the Far East and South Asia, building materials 
are scarce while rice straw is cheap and plentiful. After investigating the tech- 
nical and economic soundness of the proposal, it made a loan of $1,100,000 to 
help establish the new enterprise, and the plant is now under construction. 

Kenaf: Three Texans and three Guatemalans got the idea of setting up a 
factory in Guatemala for making coffee bags out of kenaf, which is a soft fiber 
similar to jute. The DLF satisfied itself that this enterprise would save Guate- 
mala about a million dollars a year which it now spends for jute and jute bags, 
and that it would also provide a new crop to help diversify Guatemalan agri- 
culture, which now depends largely on coffee. The new owners are investing 
$500,000 of their own money, the DLF has provided a loan of $400,000, and this 
enterprise too is underway. 

Liberian sawmill: One $190,000 DLF loan is helping expand and modernize 
a lumbering and sawmill operation in Liberia owned partly by a group of 
Liberians, and partly by a group of small businessmen in Detroit. The Detroit 
group consists of two engineers, a dentist, the owner of a barbershop, the 
owner of a group of drycleaning establishments, and several other small-scale 
investors, all advised by a group of local lumbermen. Liberia contains almost 
9 million acres of forest, yet up to now it has been a net importer of lumber 
for want of equipment and enterprise to make use of its own resources. The 
borrowers recognized the opportunity thus presented, and DLF is helping 
them take advantage of it. 

Bago pulp and paper: Still another loan will help set up a plant in the Philip- 
pine Islands for making pulp and paper out of sugar-mill waste. The sponsors 
of the project include a Philippine firm and a California firm. The American 
firm was first called upon to make some technical studies in connection with 
the project, and became so interested it decided to join in the venture. Since 
the Philippines are badly in need of paper and cardboard for commercial uses, 
this seemed like a worthwhile contribution to the economy of the nation, and 
DLF has backed the venture with a $5,300,000 loan. 


Mr. Kirey. In each of the cases described, you will note that the 
DLF has helped a relatively small—in financial terms—but enter- 
prising and knowledgeable American group to establish a highly 

63067— 61——23 
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worthwhile business enterprise in a country whose people will bene- 
fit along with the American investors. 

The Dev elopment Loan Fund also assists small private businessmen 
of the developing nations themselves, largely through its support of 
development banks. In this way, it seeks to strengthen the private 
sector of the economies of the newly developing nations, and to help 
create a class of soundly trained and experienced businessmen in 
those countries. So far we have made 23 loans totaling $125,236,000 
to development banks or similar intermediate credit institutions in 
17 different nations. 

There is one other aspect of our operation that I would like at 
least to mention before I close, and that is the long-range aspect. 
We believe that the DLF is a potent force for economic growth i in the 
free world, and as such promises long-range benefits for every busi- 
nessman and producer in America. 

Economic development creates wealth, trade, and opportunities. 
When new wealth is created anywhere in the world, we Americans, 
with our widespread commerce and alert enterprise, have always 
managed to receive a share of it. A hundred years ago, the develop- 
ment of our western frontier benefited the developed eastern sea- 
board. 'Today the less developed nations across the seas are far 
closer to us now than California was to New York in 1860; and their 
development will benefit us in the developed United States. Our 
development programs overseas are growth programs not only for 
the recipient nations but for ourselves. 

This concept of growth is one of the distinctive characteristics that 
distinguishes us from many other peoples. Basically the Soviets 
assist other countries in order to attract them into the Soviet political 
orbit. But basically we assist other countries in order to incr ease the 
sum total of prosperity in the world. We have learned by experience 
that it pays to increase the prosperity of the common man. 

This aspect of our operations deserves, I believe, to be included im- 
portantly in any summary of the benefits we provide for American 
small business. 

Senator Enerr. Thank you very much, Mr. Kirby, for the very 
excellent statement. 

I would like to ask one question : How do you define an “undeveloped 
nation” ? 

Mr. Krirsy. One of the factors usually present is a shortage of for- 
eign exchange to make purchases. 

Senator Enete. What do you do with this money in the local treas- 
ury after you get it; is it locked up and held? 

Mr. Krey. It is held in that country for further development, Mr. 
Chairman. This is a personal opinion, but I would hope that at 
some future date, when the currency becomes convertible, an arrange- 
ment can be made to use the funds freely in or outside the country “of 
origin. It is used mostly for further economic development in the 
country, for local cost projects. 

Senator Eneie. Thank you very much. 

Senator Ranpotrn. Mr. Kirby, I believe that when the loan is $100,- 
000 or more to the firm or the country that money, in turn, has to be 
spent in the United States. Is that correct ? 
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Mr. Kirsy. This, sir, is in connection only with our development 
bank program. Where we loan money to an institution, that is not 
always $100,000. In some cases it has been $50,000, but it depends on 
the institution. What you say is essentially correct. 

Senator Ranpotpu. What do you mean by spending it in this 
country ¢ 

Mr. Kirsy. The dollars that we loan must be spent for U.S. pro- 
curement of capital goods, equipment, material, etc. 

Senator Ranpotew. And how are those purchased ? 

Mr. Kirpy. How are they purchased ¢ 

Senator RanpotpuH. Yes. 

Mr. Kirsy. The borrower puts his project together, shall we say, 
makes up a list of the equipment items that he needs and then proceeds 
to purchase, using norma! private trade channels. 

Senator Ranpotpu. That is what 1 wanted brought out. They are 
on open bid ¢ 

Mr. Kirpy. In many cases. 

Senator Ranpotrw. That is uniform, is it ? 

Mr. Kirpy. That is frequently done. 

Senator Ranpvote#. Thank you very muck. 

Mr. Kirsy. Of course, except in the case of some of the develop- 
ment banks, if they go below a certain limit, in some cases $100,000 
and in some cases $50,000 and in some cases $250,000, we do not re- 
view the project. In those cases we have an opportunity to review 
the procurement in postaudit checks, 

Senator Ranpotew. Do you have any knowledge which would lead 
us to believe that whereas the Germans were perhaps a degree more 
effective than the Americans in connection with trade in the Latin 
American countries at one period, now the Soviets are assuming a 
position somewhat as the Germans commanded at one time? 

Mr. Kirry. In Latin America? 

Senator RanpotpH. Yes. 

Mr. Kirsy. It isa matter of opinion. I am afraid I can’t answer 
your question. I don’t really know. The Soviets, of course, are do- 
ing everything possible to get into Latin American trade and they are 
making all kinds of offers. I am not entirely familiar with that, and 
Iam afraid I can’t answer that question. 

Senator Ranpotrw. That charge is made and we do know the 
Germans’ proficiency. 

Mr. Kirey. I personally don’t think the Soviets are apt to be as 
proficient as the Germans. 

Senator Ranpotpnu. Thank you very much. 

Senator Barrierr. Mr. Kirby, is prepayment of these loans made 
in terms of the value of the local currency at the time the loan is made ? 

Mr. Kirsy. Yes, we require maintenance of value. 

Senator Barriterr. What do you mean by maintenance of value? 

Mr. Kirsy. If the rate of exchange today was 3 for 1—this is 
just a description—if it was 3 rupees for $1, when it comes time to re- 
pay the loan, they would have to give us the amount of rupees then 
equivalent to the value of the dollar. 

; Perr Bartierr. In the reverse, that would also be true of 2 
O1% 
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Mr. Kirsy. The reverse would be true. While we would not 
lose, they would gain on the transaction. 

Senator Barrterr. Now, to pursue for a moment Senator Engle’s 
line of inquiry, you said the repayment would be blocked off in the 
country of origin. What does that mean 4 

Mr. Kirsy. Well, it means that the repayments are deposited in a 
financial institution in that country. Quite possibly they would be 
deposited in the central bank. They can be used to pay U.S. ex- 
penses and to make further loans. More than likely the relending 
would be in terms of economic overhead—type of project, transporta- 
tion facilities, and so forth, and for private enterprise projects. 

Senator Bartierr. In connection with the use of that blocked-off 
money to the country in question, would they come to you and make 
a loan application in the normal manner? 

Mr. Kirsy. Correct. 

Senator Bartierr. What forecast would you make as to the possi- 
bility of having dollar equivalences returned to the Treasury one day 
from the loan? 

Mr. Kirsy. About 20 percent of our loans are now repayable in 
dollars. It is our hope that in time, these countries to whom we are 
making other loans will improve economically and that their cur- 
rency will be convertible and they will have dollar credit available. 
Currencies of other countries have become convertible in recent years. 

Senator Bartterr. You haven’t been doing this long enough your- 
self to have any experience at all as to repayment ¢ 

Mr. Kirsy. Actually, some repayments are coming in. In the cur- 
rent fiscal year the DLF expects to receive about $35 ‘million in repay- 
ments and interest, of which about $5 million will be in dollars. 

Senator Barr err. On page 10 of your statement you spoke about 
23 loans totaling $125,236,000 to development banks or similar inter- 
mediate credit institutions in 17 different. nations. 

I wonder if you would explain what that is all about? 

Mr. Kirey. | would like to. I don’t think you want this paper into 
the record, but here is an up-to-date account as of November 30, of 
our development bank loans showing information on each. You will 
find by examination that 2% loans were made in 17 different countries. 

Senator Eneie. May F interrupt to ask if you can speak a little 
louder so the ee" in the back of the room may hear you ? 

Mr. Kirsy. Yes, [ will turn around. 

Senator Bartlett has asked me to explain something about our de- 
velopment bank program. In 17 different developing nations, we 
have made a total of 23 loans to intermediate credit imstitutions— 
development banks—for the purpose of assisting small business people 
in those countries, people who need to borrow amounts of money for 
development. We couldn’t handle administratively all of those be- 
cause we don’t have the staff to take care of the small loans. These 
banks have the facilities to handle the local loans. 

We will take an example here. We made a loan to the Industrial 
Development Bank of Turkey. This loan was made in 1958. The 
amount of the loan is $10 million. They have up to the present time 
reloaned $3 million to 45 different business firms. One could divide 
that out and find out that it would be a relatively small amount per 
loan. In another instance we made a $4,250,000 loan to the Pakistan 
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Industrial Credit and Investment Corp. That first loan has all been 
committed by this bank to 28 different borrowers and now they have 
another loan with us in the amount of $10 million. They have made 
commitments of over $6 million to 61 different firms, so, you can see 
the purpose of the program is to assist small business people in these 
countries. 

Senator Barrierr. You mentioned that loan to Turkey, Is that 
hitched about within a restriction in the nature of subsequent ap- 
proval by DLF as to the loans they make from the $10 million ? 

Mr. Kirsy. I don’t think I can give you the actual figures on this 
particular ee but it is our * actice for loans over a certain amount, 
in some cases those loans over $50,000, or $100,000 and perhaps some 
cases the loans being $250,000 depending upon the institution. The 
DLF reviews any loans over that amount. The loans under that 
amount are not rev iewed by us but are subject to denial at a later date 
in case we find some objection to the loan. 

Senator Bart.terr. You would have a veto power over the loan? 

Mr. Kirsy. Yes, we can deny coverage out of our loan. 

Senator Bartrterr. Thank you, Mr. Chairman. 

Senator Eneie. Thank you, Mr. Kirby, for that very fine and il- 
luminating statement. 

Mr. Stutrs. Mr. Chairman, may I ask one question ? 

Senator Ener. Yes. 

Mr. Stutts. You gave the impression that 100 percent of the dollars 
which you loaned to these local development banks were spent in the 
United States. Your figure, however, on page 3, shows the direct 
credit extended during this past year, about 80 percent came back 
into this country. 

Mr. Krrey. I think I must have been misunderstood. I think per- 
haps this was a little confusing because there are two parts to this 
program. 

This Development Bank program is what we are talking about. 
Under certain sums we do not require that the funds be spent in the 
United States. Over the past year we have placed primary emphasis 
on U.S. procurement. The 80 percent applies to our direct loans. 

Mr. Pa rs. It is just primary emphasis, is it not, 100 percent? 

Mr. Kirsy. It has not been up to the present time because it has 
been a transitional period. 

Mr. Srutts. Would you expect it would go above 80 percent ? 

Mr. Kirry. I would expect it would, yes. There is one important 
reason for that. One loan was made for the Indus Basin program in 
India and Pakistan, organized by the World Bank. You may be 
familiar with this. That permits off shore procurement in as much 
as other countries—including Germany and England are contributing 
funds on an untied basis and we are a part of that. 

Mr. Sruurs. Thank you very much. 

Senator Barrierr. Could I ask one more question { 

Senator Enete. Yes. For the information of those present, the 
questions were asked by Mr. Walter Stults who is the staff director 
for the Senate Committee on Small Business, a position which he has 
held for 10 years, from the inception of the Senate committee, and is 
one of the best informed men in the Nation on this matter. 
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Senator Barrietr. How much money do you have in your kitty? 

Mr. Kirsy. Around a hundred eighty some odd million dollars 
remaining at the present time. 

Senator Barrierr. That is including the appropriation from Con- 
gress ¢ $ 

Mr. Karey. Right, sir. 

Senator Eneie. Thank you, Mr. Kirby. We appreciate your being 
here. 

Senator Rannoten. I want to ask only one question: Do you think 
that this type of program could be ad: apted to, say, a redeveloped loan 
activity for so-called depressed areas in the U nited States? 

Mr. Kirpy. I would think, sir, that what is beginning to work well 
in Oversea countries—yes, it could work here. 

Senator Ranpoten. You believe then, at home we might do some- 
thing like that? 

Mr. Kirsy. Iam a next door neighbor of yours. 

Senator Enere. Thank you very much, Mr. Kirby. 

Our next witness is Mr. Charles A. Richards, Director, Office of 
Small Business, International Cooperation Administration, Washing- 
ton, D.C., accompanied by Edwin H. Arnold, Deputy Director for 
Private Enterprise. 

You two gentlemen are appearing together, I take it? 

Mr. Arnotp. I have something to say after he gets through, Mr. 
Chairman, 

Senator Enere. Mr. Richards, I assume that you have a prepared 
statement ? 

Mr. Ricrarps. Yes, sir. 

Senator Enerr. We will be very glad to hear you at this time. 
We appreciate your being present with us today. 


STATEMENT OF CHARLES A. RICHARDS, DIRECTOR, OFFICE OF 
SMALL BUSINESS, INTERNATIONAL COOPERATION ADMINIS- 
TRATION, WASHINGTON, D.C. 


Mr. Ricnarps. My name is C. A. Richards. For 10 years I have 
been Director of the Office of Smal] Business of ICA, and its predeces- 
sor agency. Prior to that time, I was in the export business, both 
smal] and big. 

Mr. Chairman and members of the committee, it is a pleasure to 
have this opportunity to discuss ICA’s activity in assisting small 
business in the field of international] trade. 

Historically, the Office of Small Business was created to assist small 
U.S. suppliers (in the early Marshall plan days) obtain information 
concerning ICA- (then ECA-) financed purchases. The Office of 
Small Business was therefore established pursuant to the April 1949 
inclusion of section 112(i), the so-called small business amendment, 
in the Economic Cooperation Act of 1948, as amended. The present 
law exists, in essentially the same wording, as section 504 of the 
Mutual Security Act. 

Since the International Cooperation Administration is basically a 
financing agency, and because of the wording of the law itself, the 
principal function of the Office of Small Business is that of securing 
and disseminating information about opportunities to participate 
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in ICA-financed procurement. Section 504 requires, in part, that we 
assist American small business to participate equitably in the furnish- 
ing of commodities and services financed under this act 





* * * by causing to be made available to suppliers in the United and particu- 
larly to small, independent enterprises, information, as far in advance as possible, 
with respect to purchases proposed to be financed with such funds * * * 
Please note the wording of this section does not restrict our services 
to smal] suppliers. 

While this legislation was binding upon ICA, it was not in itself 
binding upon foreign governments or buyers. On October 15, 1954, 
ICA, therefore, incorporated into its regulation 1 a new section 
201.13—binding upon cooperating country governments—requiring, 
in brief, that before placing or agreeing to place an order financed 
with ICA funds the buyer must give the Office of Small Business the 
full details of his proposed purchase, in time to be published for in- 
terested U.S. suppliers and in time for those suppliers to submit bids 
or quotations. 

The language of section 201.13 has been changed frequently, as ex- 
perience dictated. At first there was no requirement that specifica- 
tions be stated in terms of U.S. standards, but the need for this re- 
quirement soon became evident. Information frequently was pro- 
vided in a foreign language, so the requirement “in English” was 
added. The first draft referred to its applicability to orders of more 
than $5,000, but we discovered an ICA-financed cargo of lumber and 
of sugar that had been bought without compliance by splitting the 
order into many individual orders of less than $5,000. Section 201.13 
is now applicable to any purchases made under a subauthorization 
of more than $5,000. 

Some exceptions to compliance with section 201.13 are, of course, 
granted. In some cases proprietary procurement is required, for 
fully justified reasons. Spares obtainable only from the manufac- 
turer of the original equipment may be excepted. And where a sup- 
plier certifies that a certain importer abroad is contractually bound 
to purchase a certain type of commodity only from that one supplier, 
a waiver of compliance with section 201.18 may be granted. 

The procurement information obtained is published in Small Busi- 
ness circulars. The effectiveness of this section is shown by the 
following comparative figures: In calendar 1951 the Office of Small 
Business was able to obtain and publish only 235 items. In calendar 
1960, as of November 26, the details of 5,711 individual purchases 
were published in 459 Small Business circulars. 

If the buyer is a private firm abroad, the circular gives his name 
and address and the details of his proposed purchase just as sub- 
mitted to ICA. If a formal invitation to bid is involved—usually in 
the case of foreign government procurement—the circular gives a 
brief description of the commodities involved and the address in the 
United States where the complete invitation may be obtained. De- 
tails of procurement to be made by firms having ICA contracts are 
also published. If the buying is to be done by a U.S. Government 
agency, such as the General Services Administration or the Bureau 
of Public Roads, this information is not duplicated—but the Office 
of Small Business mailing list request form advises U.S. firms how 
to register on the bidders lists of those agencies. 
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Even in advance of the foregoing information, the Office of Small 
Business publishes procurement information bulletins announc ing 
the issuance of dollar authorizations to the various participating 
countries, and giving a brief description of the commodities for which 
the funds will eventu: lly be spent. Many U.S. firms with active 
representation abroad welcome this information in advance of the 
actual purchasing details later given in the circulars. 

Small business memos are also issued, containing information of a 
more or less permanent character—terms and conditions for bidding 
to various foreign governments, a listing of ICA mission libraries 
abroad to which U.S. suppliers are encouraged to send their catalogs 
and literature, et cetera. 

I might state there that I started this library business back in 
1952, and we have successfully built up libraries of American firms’ 
catalogs in the various missions abroad, to their advantage. They 
have been able to use these in writing specifications because in many 
of these countries where we operate, prior to our operation there was 
no American procurement at all, a, as Vietnam, for example, and 
they knew nothing about American products. 

One small business memo issued originally in 1956, again in 19 
and again this year, advises smaller firms on the pros “and cons of 
using a combination export manager, and advises caution in making 
commitments in advance of receipt of a letter of credit. 

The foregoing publications are sent, free of charge, to a mailing 
list currently comprising around 13,000 names. The mailing list re- 
quest form gives a commodity breakdown, so suppliers may select 
only the items of interest to them. ICA welcomes additional names 
on this list, and uses all means at its disposal to make this service 
known to U.S. suppliers 

In addition to its various publications, the Office of Small Business 
assists the many U.S. firms that seek help on specific problems 
through correspondence and personal contact. In cooperation with 
other elements of ICA, claims of discrimination or cases of violations 
of ICA regulations are investigated promptly. Close liaison is main- 
tained with ICA missions abroad to assure adequate bidding dead- 
lines and the use of U.S. standards when applicable in commodity 
specifications. 

The extent of participation by U.S. small business in ICA-financed 
procurement is unknown, and unobtainable. Many small firms sell 
through exporters, who are not required to divulge their sources. The 
surveys that have been made showed that at least 25 percent of ICA 
payments were made directly to U.S. small manufacturers. Informa- 
tion is not available on amounts paid such firms through exporters. 

In the 6 months ending June 30, 1960, the General Services Ad- 
ministration made 1,389 purchases for ICA. Of these 47.8 percent, 
or 664 contracts averaging $8,709 each, went to U.S. small business. 

In addition to the services offered by the Office of Small Business 
in connection with ICA-financed commodity procurement, there 
are a limited number of engineering and management contracts being 
executed at present by ICA, the majority of which are with small 
businesses. Any firms desiring to be considered in ICA contract pro- 
grams should get in touch with the Office of Industrial Resources, 
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International Cooperation Administration, Washington, D.C. 
Forms and instructions will be furnished for registering in ICA’s con- 
tractors’ index. 

I might add, Mr. Chairman, that in one of our circulars which we 
published a few months ago, we published information as furnished 
us by a well-known San Francisco firm and to our utter amazement 
they received 8,000 requests for specifications which completely 
floored them and floored us too. They had 5,000 requests from Ameri- 
ean firms and 3,000 requests from foreign firms for specifications. 

I merely mention that as showing the fact that people do read the 
circulars. 

Senator Encir. Would it be agreeable to hear Mr. Arnold in his 
direct statement and then we can address questions as desired to either 
Mr. Richards or Mr. Arnold? 

Mr. Ricuarps. I would like to if I may, Mr. Chairman, before I 
am through for the day, read a memo which we issued Monday in 
connection with the President’s directive of November 16, but I can 
do that after Mr. Arnold, if you prefer. 

Senator Ener. You can do it now if you want, then your testi- 
many will be in one place. 

Mr. Ricuarps. This has not just reached the public on account of 
our storms in Washington, but I, fortunately, have a copy and that is 
why I would like to read it to ret it on the record because I think 
it will answer lots of questions we have had in connection with the 
President’s directive. 

The memo reads as follows: 


ExHIsit 34 


On November 16, 1960, the President issued a directive concerning the U.S. 
balance-of-payments situation. 

Paragraph 3(a) of that directive reads: 

“3. The Secretary of State shall— 
“(A) Instruct the director of International Cooperation Administration, 

a U.S. foreign-aid agency utilizing public funds, to adopt a policy which 
will place primary emphasis on financing goods and services of U.S. origin 
in all of its activities. In addition, a ceiling shall be placed on operations 
which do not finance direct procurement of U.S. goods and services, and 
efforts shall be made to minimize the balance-of-payments effect of these 
operations. The amount of commodities now being purchased abroad with 
ICA funds shall be reduced to the lowest possible figure. It is recognized 
that such a reduction, by maximizing procurement with U.S. foreign-aid 
funds of U.S. goods and services, may involve budgetary adjustments.” 


That was November 16. 
Now: 
ExHIBIT 34(A) 


On December 5, 1960, in accordance with the above, the Secretary of State 
issued instructions to the International Cooperation Administration. These 
read in part as follows: 

“1. In accordance with the directive issued by the President on November 
16, 1960, the Director of the International Cooperation Administration is here- 
by instructed— 

(a) to effect an orderly cessation of commodity procurement financed 
with ICA program funds in the countries listed below. Exceptions may be 
made only (1) with the specific approval of the Director of ICA where, 
in his judgment, the cessation of such procurement would impair the fulfill- 
ment of essential mutual security program objectives, or (2) at the direc- 
tion of the coordinator of the mutual security program. 
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“2. The countries referred to are Australia, Austria, Belgium, Canada, Den- 
mark, France, Germany, Italy, Japan, Luxembourg, Monaco, Netherlands, New 
Zealand, Norway, South Africa, Sweden, Switzerland, the United Kingdom, 
and Hong Kong. 

“3. The above policies shall be applied to aid transactions initiated subse- 
quent to the date of this instruction.” 

As a result of these instructions, ICA has sent a message to all its missions 
abroad, informing them of the change in procurement policy. 

Following the President’s directive issued November 16, 1960, International 
Cooperation Administration immediately ceased the issuance of procurement 
authorizations and project implementation orders commodities, with a few 
exceptions. Pending consultation with the host governments there will be 
few if any issued for a short time. All procurement authorizations and project 
implementation orders commodities issued prior to November 16 called for 
worldwide procurement and it is information on these that is now being re- 
ceived and published in small business circulars. When information is received 
against PA’s and PIO/C’s issued under the new policy, the small business 
circulars will clearly so state. 

Thank you, sir. I will be glad to answer any questions afterward 
if you have any. 

Senator Ener. Thank you. If you will stay right here, we will 
hear Mr. Arnold and then we will address questions to either of 
you. 

Mr. Arnold, we will be glad to hear your statement at this time. 


STATEMENT OF EDWIN H. ARNOLD, DEPUTY DIRECTOR FOR PRI- 
VATE ENTERPRISE, INTERNATIONAL COOPERATION ADMINIS- 
TRATION, WASHINGTON, D.C. 


Mr. Arnotp. Mr. Chairman, I am very happy to give you in- 
formation about my office in ICA. We have two divisions. One is 
the Guaranty Division in which we guarantee the investments over- 
seas, and it is a function that has been going along smoothly for 
about 12 years. 

Congress has never objected to that program, except on occasions 
they have declined to add the coverage in our guarantee program 
to cover riot and insurrection, which we asked them for on 2 succes- 
sive years, but did not last year. 

For the benefit of this committee, I have left with your staff the 
comparison of the British, the German, and the American guarantee 
program,® and you will see that they have much wider coverage than 
we do. 

In the last session of Congress, the Aiken amendment, of which 
I thoroughly approve, limited our activity to the underdeveloped or 
newly developing countries. We envisaged that our activity would 
greatly drop off at that time, but since then we have had the Cuba 
incident, and our backlogs have been just skyrocketing. 

We have $2,200 million in applications for investment guarantees 
on our books today, and I will be glad to leave any current infor- 
mation with the committee that you might wish in that respect. 

I might say the authorization to write some of these guarantees has 
not been granted by Congress. Wehaven’t asked them for it yet. We 
didn’t know that there was going to be such an influx of this, We are 
not asking for appropriation. We are asking for authorization, and 
you know how that is handled. 


© See exhibit 35, p. 351. 








Ct 
re- 


SS 
rd 


ll 
of 


es 


as 
Ve 
re 


id 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 347 


The other section of my shop is little known, and greatly misunder- 
stood, Mr. Chairman. It isthe Investment Development Section. In 
this section we make all kinds of reports, economic surveys, and mostly 
for small business. We have done that, and it is a continuing func- 
tion we have done since the Mutual Security Act has been in existence. 

There was a misunderstanding, I am very sure, in Congress last 
year, when section 110 was deleted, and I think that American busi- 
ness and the Small Business Committee would be doing a great service 
to the American industry if it reviewed that section 110 when it comes 
up for reappraisal in this coming session of the Congress. 

It was our intention, by including this section to Congress, to help 
small businessmen overseas. Many countries do not need the big en- 
terprises, and those that do, as you have so ably stated, those big en- 
terprises have been in world activities for a long time. 

It is the little fellow that hasn’t the means to make the surveys that 
the big ones do. We proposed to finance those surveys after proper 
screening with our embassies and with our missions, and with the coun- 
tries involved, and to pay for those surveys, for the individual com- 

any, on the basis that the U.S. Government would have been repaid 
if those surveys materialized, when the project comes into being. 

That would be a capital cost of his organization, and the U.S. Gov- 
ernment would be repaid. I thought that those two services and func- 
tions of our office would be of interest to this committee, and I am sure 
that this committee can help the incoming administration greatly, and 
help the American smal] businessman in this respect. 

That is all the statement I have, Mr. Chairman, unless there are any 
questions you would like to ask. 

Senator Enerr. Thank you, Mr. Arnold. 

Senator Randolph, do you have any questions? 

Senator Ranpoten. How many persons are involved in your two 
sections ? 

Mr. Arnotp. About 50. 

Mr. Ricnarps. We are entirely separate, you know. 

Mr. Ranpoupen. Yes, I indecent 

Mr. Ricnarps. In my office I have a harem of about 10 women. 

Senator Ranpotpu. No wonder you look so well. [Laughter. | 

Seriously, I was attempting to ask, do you believe the emphasis is as 
strong on these two programs as it should be? 

Mr. Ricnarps. I can only speak for mine. 

Senator Ranpotrn. Yes, sir. 

Mr. Ricuarps. By emphasis, by whom do you mean—by ICA ? 

Senator RAnpouPH. Yes, sir. 

Mr. Ricuarps. This involves a question, Senator, which is very 
dear to my heart, and that is how to get at the small business firm. 

Senator Rannoipu. Yes, sir. 

Mr. Ricuarps. And how to tell him to get into the export business. 

Now, I started as a boy at the age of 14 at $3 a week in the export 
business. I made my living out of exports for over 50 years. There 
is no way for the small company to get into business satisfactorily 
without employing a combination export manager who is an expert. 

I think Mr. Stults would agree with me on that. I know the De- 
sag of Commerce would agree with me, and the problem is, 

ow do you get this information to the small businessmen ? 








348 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


So in 1952 or 1953 I did something which has never been done 
by a private firm or a government. I issued a directory of combina- 
tion export managers “containing the names of 5,000 combination 
export managers representing approximately 15,000 manufacturers 
the methods under which they do business, and the whole thing, 
That was printed abroad with counterp: rt funds. We had access to 
counterpart funds, as you recall, in the early days, and we don’t any 
more. We have to buy them. 

Recently I was informed that there was a directory of combination 
export managers published in New York. I telephoned the publisher. 
He sent me a copy which arrived yesterday morning. He has five 
pages listing combination export managers, but that doesn’t mean 
anything. How do they operate? Do they charge a commission? 
Do they charge a salary? Do they act merely as principals, or do 
they act as brokers. This direc tory does not cover the problems an- 
swered by our directory. The way we listed it, if a man wanted to 
hire a combination export manager, he could look first at the com- 
modity and he would find the names of those managers who were 
handling that type of commodity. 

Then he would find the companies they already represented, and 
markets in which they operated. Then he could write to them and 
find out if they are any good. 

He doesn’t have to wait a long time to find out. He can find out 
by writing to these companies. “You asked me whether there is suf- 
ficient emphasis on this program. I think, that to the extent we can 
we are emphasizing this program. 

Senator Ranpotpu. Mr. Arnold, would you respond to the same 
question ? 

Mr. Arnotp. Yes. I would say this, Mr. Chairman. I don’t think 
there was as much emphasis 4 years ago as there is now. I am very 
happy to see my office set up as it is, ‘and it is a result of both the 
study of the Council of Economic Advisors, the Department of 
Commerce, and the Strauss report which was prepared after the 
Javits amendment, the Mutual Security Act, 2 or 3 years ago, in 
which the Secretary of State was directed to make this study. I 
think my office was set up on the basis of those two studies. 

You might be interested to know immediately after the publica- 
tion of the so-called Strauss report I sent the missions around the 
world a copy of the Strauss report, a copy of our presentation to 
you in Congress, and a copy of our speech that I gave before the 
National Association of Manufacturers in New York C ‘ity. 

I did it without comment, and I did it without any fanfare, and 
within 6 weeks, about the time it takes to get a normal reply back 
from the mission, we had 40 countries saying this is exactly what 
we want, and there is where we get our direction. It is what the 
country personnel wants, the host of government officials. 

Forty countries have asked for help along this line of promotin 
economic growth in these small industry-type of developments, a 
I am very happy to see that growth come along. 

Senator Enexte. Senator Bartlett? 

Senator Barrier. I have no questions. 

Senator Eneie. What is this section 110 you are talking about? 
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Mr. Arno tp. Section 110 was the incentive investment program. I 
think there was a misunderstanding about that in the House 
Appropr iations Committee. 

Senator Eneir. You say that was stricken out ¢ 

Mr. Arnovp. It was stricken. 

Senator Ener. Well, was it stricken by the committee or on the 
floor, do you remember ¢ 

Mr. Arnoip. It was not acted upon before the Senate, although 
I appeared before the Senate Finance Committee, and I think they 
were most receptive about it. 

Mr. Stuuts. Was that Finance or Appropriations / 

Mr. Arnoip. Appropriations, I beg your pardon. 

Senator Enaie. Now, I want to get my thinking clear here, Mr. 
Richards. You are the Director of the Office of Small Business 
in ICA? 

Mr. Ricwarps. Yes, sir. 

Senator Enerr. And, Mr. Arnold, you are the Deputy Director 
for Private Enterprise ¢ 

Mr. Arnovp. I am one of five deputies. 

Mr. Ricuarps. He is a deputy of ICA. Iam merely the director 
of an office. I am a very much more humble person; there is quite a 
difference. 

Senator Ener. You carry yourself spendidly, Mr. Richards, but 
I want to find out, do you people overlap in any place? 

Mr. ArNoxp. No, not at all. 

Mr. Ricwarps. Not at all. 

Senator Ener. Now, to me small business means private enter- 
prise. Am I confused about this, and your function is to help small 
business in connection with the ICA ? 

Mr. Ricnarps. In the way of procurement only. I have nothing 
to do with investments. 

Senator Enate. I understand that, but, Mr. Arnold, what is your 
function? Where does it relate in this picture, the Deputy Director 
for Private Enterprise? What does that mean ? 

Mr. Arnotp. That means in my shop was put the guarantee pro- 
gram. We have written $500 million worth of insurance policies 
for American businesses going overseas, most of them small. The 
smallest one we have written is for a thousand dollars; the largest 
is for $72 million. 

Senator Enerr. All right. Now, I think that is fairly clear, but 
I have a memo here, and T think Mr. Putnam of our staff m: Ly want to 
ask you a couple of questions about it. 

Mr. Purnam. Mr. Chairman, may I ask Mr. Richards one, first ? 

Senator Enerr. Let me get at this first. Now, you give a com- 
parison here in a letter to Mr. Putnam of December 13, 1960, of the 
German program and of the United Kingdom program.°® 

Mr. Arnorp. Yes, sir. 

Mr. Ener. And if I read this correctly, or if I understand it cor- 
rectly, what you are saying is that in both instances those programs 
are broader than ours, is that right ? 





® See exhibit 35, pts. II and III, pp. 351, 352. 
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Mr. Arnovp. I said the German program is broader than ours, in 
that they cover riot and insurrection. 

The British program isn’t quite comparable. That would be more 
comparable to our Export- mace credit guarantee, but as for the 
guarantee of investments, the German one is more comparable. Those 
two are the ones we should be talking about, and they have almost 
copied the U.S. guarantee program and added riot and insurrection. 

Senator Eneie. Now, on the basis of your experience, are you pre- 
pared to say whether or not you think our guarantee program ought 
to be broadened and improved. 

Mr. Arnoip. I most certainly say so and I will say we presented 
this to the Congress twice and we were refused, and I am sure that 
you are going to hear from American business of the need for this 
added coverage and added authorization. 

Senator Eneie. Thank you very much. 

Now, Mr. Putnam, did you have a question ? 

Mr. Putnam. Mr. Chairman, I would like to follow up a little bit 
on that and get some more details, and we would like the advice of 
Mr. Arnold on what direction this ought to take. 

Now, as I read the list of what the United Kingdom provides, it is 
to cover everything. 

Does it cover everything ? 

Mr. Arnotp. I think it does. I might say that we are having at 
this very moment internal studies within ICA and Treasury to see 
how we may develop this program, and we are seeking advice also 
and have been in touch with the National Advisory Council on this 
thing as to just what we should do. 

Mr. Purnam. Havi ing in mind, the Export-Import Bank now guar- 
antees political risk, how much further do you feel the Federal ‘Gov: 
ernment ought to go? 

Mr. Arnotp. I think we ought to have the riot and insurrection 
when it comes to investment. 

They are talking about exports; we are talking about investments. 

Mr. Pcurnam. Can they both be inserted in the same Government 
guarantee program ¢ 

Mr. Arnop. I would doubt it. 

Mr. Purnam. You feel that the Government should have a more 
comprehensive program in both guaranty programs? 

Mr. Arnotp. They each wor k with each other in these programs. 
I don’t think there is any overlapping. The nature of ours is more 
confined and restrictive than it is in the DLF. They can do these 
things by agreement. We cannot, but there is really no overlapping 
about it. 

Mr. Purnam. Are you saying we should have a comprehensive in- 
vestment guaranty program / 

Mr. Arnoxp. I think you should have that comprehensive program. 

Mr. Purnam. Now, in testimony of the Export-Import Bank in 

New Orleans,’ they favored a political risk but they favored 100 per- 
cent private enterprise for the political risk. 

Mr. Arnotp. I can only speak for the investors that come into our 
office by the dozens and I am sure that you and Congress are going to 


7 See New Orleans hearing, Dec. 9, beginning p. 185. 
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hear more and more from them on their investments and we are con- 
sidering such things as insuring the reinvestment of earnings which 
have never been covered by insurance before. 

We are considering whether or not we should ask for insurance to 
cover investment of depreciation accounts, whether or not we can pick 
up some of the investments that have been made prior to the time that 
it appeared necessary to have coverage on those things. 

It is a very complex problem, Mr. Chairman. It is one that in- 
tensive study is being made on right now. 

Mr. Purnam. Is it reasonable for us to conclude that American 
business, large and small, to compete successfully, their guarantees 
of all types have to be equal or nearly equal that of our foreign 
competitors ? 

Mr. Arnotp. Absolutely right. 

Mr. Purnam. Mr. Chairman, it might be helpful if we could insert 
Mr. Arnold’s letter and his three summaries of the U.S. and foreign 
guarantee program in the record at this point. 
~ Senator Enere. That will be made a part of the record at this point. 

(The document referred to is as follows :) 


EXHIBIT 35 


LETTER FrRoM EpWIn G. ARNOLD, DEPUTY DIRECTOR FOR PRIVATE ENTERPRISE, ICA, 
RE COMPARISON OF THE U.S., GERMAN, AND UNITED KINGDOM GUARANTEE PRO- 
GRAMS, WITH ACCOMPANYING EXILIBITS 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D.C., December 138, 1960. 
Mr. Harotp PUTNAM, 
Senate Select Committee on Small Business, 
Old Senate Office Building, 
Washington, D.C. 

DEAR Mr. PuTNAM: In accordance with your request I am glad to give you 
herewith comparisons of the U.S., German, and the United Kingdom guarantee 
programs, 

A comparison of the investment guarantee program of the United States and 
the Federal Republic of Germany shows that the German program closely 
follows the American program with certain important amplifications of 
authority. 

In the exhibits attached, part I states the important elements of the U.S. 
investment guarantee program. 

-art II describes the German guarantee system. The important additions 
are italicized. These are actually different from the American program and 
make the German program essentially a much stronger and broader supporting 
series of guarantees for private investment. 

Part III describes the important risks undertaken by the Export Credits 
Guarantee Department of the United Kingdom. This is the latest information 
we have, but it is modified from time to time according to the demands of the 
exporters of the United Kingdom. You will note that the coverages under this 
program are far broader than either the American or the German guarantee 
programs. Of course the export credits are outstanding for shorter periods of 
time—only 5 years as arule. (The British Embassy informs us, however, that 
the Board of Trade has recently declared that where the competition was 
given 8 years insurance, the Export Credits Guarantee Department will extend 
its length of time covered to 8 years also, to meet such competition.) 

Sincerely yours, 
EDWIN Ht. ARNOrD, 
Deputy Director for Private Enterprise. 
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Part I—THE U.S. INVESTMENT GUARANTEE PROGRAM 


1. Such projects shall be approved by the President as furthering the develop- 
ment of the economic resources and productive capacities of economically 
underdeveloped areas. 

2. The guarantee to any person shall be limited to assuring any or all of 
the following: 

(a) The transfer into U.S. dollars of other currencies, or credits in 
such currencies, received by such person as earnings or profits from the 
approved project, as repayment or return of the investment therein, in 
whole or in part, or as compensation for the sale or disposition of all or 
any part thereof; 

(b) The compensation in U.S. dollars for loss of all or any part of the 
investment in the approved project which shall be found by the President 
to have been lost to such person by reason of expropriation or confiscation 
by action of the government of a foreign nation or by reason of war. 


Part II—THE GERMANY INVESTMENT GUARANTEE PROGRAM 


1. The Federal Republic is liable for losses on an investment or its earnings 
when exclusively caused by the following political events or measures taken in 
the country where the investment was made: 

(a) Nationalization, expropriation or other measures with effects equiva- 
lent to expropriation by the state; 

(b) War or other armed conflict, revolution, or rebellion; 

(c) Prohibition of payment or moratorium ; 

(d@) Impossibility of conversion or transfer of amounts that have been 
paid in to the proper agency with a view to their transfer to the Federal 
Republic; 

(e) Currency deterioration subsequent to emergence of a claim, owing 
to events or measures under (c) or (d). 


Part IJI—Export CREDITS GUARANTEE, DEPARTMENT OF THE UNITED KINGDOM 


The risks against which the department will insure vary somewhat according 
to the nature of the business insured and the exporter’s particular requirements. 
In general, policies provide cover against loss arising from any of these causes: 

1. Insolvency of the buyer. 

2. Buyer’s failure to pay within 6 months of due date for goods which 
he has accepted. 

3. Buyer’s default on contract after shipment (where not caused or ex- 
cused by exporter’s actions), and, where the buyer is a government, such 
default before shipment. 

4. Government action which blocks or delays transfer of payment in 
sterling to the exporter. 

5. Imposition of new import licensing restrictions in the buyer’s country, 
or cancellation of a valid import license. 

6. War between the buyer’s country and the United Kingdom. 

7. War, revolution, or civil disturbance in the buyer’s country. 

& Cancellation or nonrenewal of a United Kingdom export license, or 
imposition of new export licensing restrictions. 

9. Additional handling, transport, or insurance charges arising from in- 
terruption or diversion of voyage which cannot be recovered from the 
buyer. 

10. Any other cause of loss occurring outside the United Kingdom and 
not within the control of the exporter or the buyer, and not normally in- 
surable with commercial insurers. 


Senator Enexie. Did you have a question, Mr. Watts? 

Mr. Warrs. Yes. Mr. Richards, in my conversations with small 
businessmen preparatory to these hearings, I have not infrequently 
heard complaints about the publication of ICA procurement specifi- 
cations in foreign terms—for example, at the simplest level, in milli- 
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meters and centimeters instead of inches and feet. I suppose any 
American businessman worth his salt should be able to overcome that. 

Another specification was the specification of a kind of steel, 
Thomas steel, made only in Europe. What do you mean by “when 

applicable” on page 4 of your statement 

Mr. Ricuarps. Well, let's take up the millimeter question. There 
are certain articles of commerce which are universally in millimeters 
and, of course, everyone knows how to convert them. 

You cannot convert millimeters into inches exactly. Now if it is 
a product which we make in inches and can be competitive with a 
product made in millimeters, we will ask the buyer to specify the 
American specification, but you must keep in mind that I have 10 
assistants, none of whom are specialists in any product. We have 
to publish the stuff as we get it, and on top of our circular, if you 
will look at any one of our small business circulars, it says if there 
is anything in this circular which makes it difficult or impossible for 
American firms to compete, to let me know immediately. 

If you follow our circulars, you will find there is not one where 
there hasn’t been an amendment made where our attention has been 
called to the specification not being according to American specifi- 
cation. 

We have a change; we have one right now with Vietnam on asbestos 
roofing. 

Mr. Warrs. Are you able to have the moment of closing the bids 
delayed while these changes are made? 

Mr. Ricuarps. Absolutely, the regulations require that 30 days are 
required from the receipt of the specifications; that is in there 
automatically. 

Now when you come to the question of European-produced Thomas 
steel—somewhat similar to our Bessemer steel, no longer produced in 
any quantity here—American-produced open ‘hearth steel is a better 
steel. However, for certain purposes, let’s take the rail shipment to 
Vietnam years ago. Any steel company will admit the Thomas qual- 
ity is equally good for a rail. 

Now we had a bid up in Vietnam and to buy open hearth will cost 
something like $2 million more in the quantity that they want than to 
buy Thomas, and the question was asked, and the Government of 
Vietnam asked us quite frankly, whether we felt it was worth $2 mil- 
lion worth of American taxpayers’ money to buy a quality of steel 
which we felt was unnecessarily good and we said, “No 

Now we also know that we are completely underbid on steel at the 
present time. 

I have a case on my desk right now, a firm wanted to buy some 
galvanized iron sheets, and they got a bid from England. The bid 
from England was something like $3 a ton less than the United States 
Steel Co.’s price, f.a.s. New York, to which would have to be added 
938.50 freight. Well, obviously, the man couldn’t afford to buy that. 

Now under the new regulation we have that situation coming up all 
the time, and then you hav e, speaking of this specification again, we 
have constant exceptions, for example, on motorcycles. There are 
many countries where motorcycles are made, and they are very inex- 
pensive. If a man wants to buy those, we can’t insist on his buying 

63067—61—— 24 
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a Harley-Davidson, because it is too heavy. It is chain-driven, not 
shaft-driven, which is frequently required, and we have to make 
exceptions. 

Senator Enere. Are there any further questions ? 

Mr. Purnam. Mr. Chairman, may I ask Mr. Richards just one? 

Senator Enere. Mr. Putnam ? 

Mr. Purnam. You have furnished to our committee a series of 
copies of your 1953 publication, a Directory of Combination Export 
Managers.® 

Mr. Ricwarps. That is right. 

Mr. Purnam. Mr. Richards has indicated, too, that funds are not 
available to bring this up to date. I think our committee will find 
this was a very useful publication, if brought up to date. 

I would like to have him express to us approximately how much 
it will cost to give an up-to-date directory. 

Mr. Ricuarps. It couldn’t cost less than a hundred thousand dollars. 
It is a very expensive thing to do. Every one of the firms has to he 
reregistered and new firms contacted; it has to be edited and printed 
and ‘distributed, and I think a hundred thousand dollars for five sec- 
tions, of which two, I think, we could dismiss, the one on fertilizer, 
food and fuel, and go on with the sections dealing with manufacturers. 

Mr. Putnam. Don’t you think it might have some value to small 
business if it were perhaps less complete and elaborate than yours was? 

Mr. Ricuarps. Then it wouldn’t be any good. 

Senator Enere. Give me an illustration of how small a businessman 
would use that document. Can you do that ? 

Mr. Ricuarps. Yes, certainly. Take a small manufacturer of any 
commodity—well, let’s say parts that go into the manufacture of a 

radio which are made abroad to a large extent. There is a man who has 
built up his business since 1942 entirely dealing with the manufac- 
turers of parts. He would look in the index and find under that head- 
ing the names of firms handling that class of merchandise. They 
would show in the directory the volume of his business, the names of 
his banks, and the countries in which he operates, and the names and 
addresses of all the companies he represents, and what they make. 
There is a whole list of information available to him. Now the prob- 
lem is to get the small business firm to do it. Our mailing list is ridicu- 
lous, only 13,000 names. We get publicity through the Department of 
Commerce, and the Small Business Administration has issued a little 
pamphlet on our operations. It covers our story. It actually has pho- 
tographs of the procurement information bulletins and the small busi- 
ness circulars in there, and we still can’t get the small business com- 
panies on our mailing list to the extent that they ought to be on it. 

Senator Exeter. What you are saying is, you can’t get them to pick 
up the book and do the things necessary to get the export business. 

Mr. Ricuarps. Yes, sir. Very difficult, very y difficult. 

Senator Eneie. W. ell, this has been very fine testimony, and we 
appreciate it. 

If there are no further questions—thank you very much. 

Mr. Ricuarps. Do you think there will be any questions of the men 
coming this afternoon 





§ Retained in committee files. 
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Senator Enete. This is off the record. 

(Discussion off the record.) 

Senator Enexe. Our next witness is Mr. Schuman, chairman, World 
Trade Center Authority, San Francisco, and president, Lilli Ann 
Corp., 2701 16th Street, San Francisco. 

Mr. Schuman has spent a large part of his time out of this country, 
and he is extremely interested in this subject matter. 

Thank you for appearing, Mr. Schuman. We are happy to have 
you here. We are sorry that Senator Bartlett is not feeling well 
and has been required to leave the hearing temporarily. He has had 
the flu, and he has been ill for the past few days. I am sure he would 
have been very interested in your testimony. 

Before you proceed with your statement, will you please give us 
some information on the World Trade Center Authority? Just a 
word or two about that, so that Senator Randolph, who had some ques- 
tions about it, can have a clear picture of that ? 

Mr. Scuuman. Yes. In the State of California, many years ago, 
we decided to have a free port more like New Orleans, but in a much 
smaller way. We do have such an authority in the State of Cali- 
fornia, even to the port of San Francisco in the Ferry Building. 

In the past year and a half, the State, under Governor Brown, 
has gone a little further. We have taken that World Trade Authority, 
which originally was a rental authority, and authority to provide an 
adequate world trade center. We have attempted to run a miniature 
world trade authority in a manner of which an independent country 
could support. 

For instance, last year we listed all of our products that were 
blocked. We went to Mr. Robinson in the State Department and 
showed him the products of California, and how they were blocked. 
We have everything blocked, with the exception of one, which came 
in yesterday. He had 48 States to worry about, and now he has 50 
States to worry about, and if this wasn’t brought to his attention he 
might never have known the problems of each individual group. It 
is a group of businessmen appointed by the Government to serve 
without pay. We havea very small but adequate group. 

At this point I want to mention that I am the spokesman for a 
group of small businessmen who, at the present time, do not exist. 
I am the spokesman for a group of businessmen who cannot today, as 
small manufacturers, sell abroad to any extent, and it is our job down 
there to try tomake that possible for them. 

Senator Enexe. Thank you very much. 


STATEMENT OF ADOLPH P. SCHUMAN, CHAIRMAN, WORLD TRADE 
CENTER AUTHORITY, SAN FRANCISCO, CALIF., AND PRESIDENT, 
LILLI ANN CORP., SAN FRANCISCO; ACCOMPANIED BY F. A. 
BREIER, ASSOCIATE PROFESSOR OF ECONOMICS, UNIVERSITY OF 
SAN FRANCISCO, AND CONSULTANT TO THE WORLD TRADE 
CENTER AUTHORITY 


Mr. Scuuman. This report is respectfully submitted to the Senate 
Small Business Committee by Adolph P. Schuman, president of Lilli 
Ann Corp., of San Francisco, and chairman of the World Trade 
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Center Authority, and by F. A. Breier, associate professor of eco- 
nomics, University of San Francisco, and consultant on international 
economics to the World Trade Center Authority. The authors have 
discussed the subjects covered in this presentation with other mem- 
bers of the World Trade Center Authority and with many representa- 
tives of the international trade and finance community of the west 
coast. 

While we are grateful for the many suggestions made to us, we 
take full responsibility for the findings and suggestions contained in 
the following pages. 

The United States is facing the most serious balance-of-payments 
problem in its entire history. In the State of California, where inter- 
national economic transactions are of outstanding importance in in- 
come, employment, and welfare, we are particul: arly concerned with 
the consequence of this disturbance in our intern: itional accounts, how 
foreign nations will react to it, and particularly what the United 
States is going to do to cure it. 

We are confident that the measures which we are about to propose 
will not only contribute to a solution of the balance-of-payments prob- 
lem but will stimulate the partic ee of small business firms par- 
ticularly on the west coast. We fear that unless the proper policy 
measures in our international economy are taken, the position of the 
smal] business firm in international trade will deteriorate at a rate 
even faster than has been true in our domestic economy. 

The most important impediment to a greater participation of small 
business firms in international trade, especially exports, is the diffi- 
culty of small business to obtain adequate financing. Of course, this 
problem also affects larger firms, but small business has been espe- 
cially hard hit by the slow development of our international credit 
facilities. Today the United States is the only major industrial na- 
tional which lacks an adequate international credit structure. Our 
competitors in international trade of the free world such as England, 
France, Italy, Germany, and Holland have developed far more com- 
plete c redit insurance systems, and their Governments have given busi- 
ness much more aid in the international credit field than has our own. 

Foreign business firms have, therefore, been able to compete more 
successfully, and we believe that the discrimination against the small 
American exporter, stemming from this source, has “been especially 
serious. We need more international credit; we need it on longer 
terms, not only in our export to the underdev eloped areas, but also in 
the trade with traditional export markets. 

Insufficient attention has been paid to strengthening credit insur- 
ance of our exports to our older markets and we feel that action in 
this area would be of particular benefit to small business. 

Earlier this year, the Export-Import Bank of Washington entered 
in a new field of export guarantees, covering political risks in short- 
term transactions. It also strengthened in a number of ways its cov- 
erage of medium-term transactions. We think that these have been 
important steps in the right direction but they are certainly not 
enough. The Export- Import Bank and possibly other institutions 
will have to do considerably more in the near future. 

A letter of the Export-Import Bank to the authors of this state- 
ment, dated November 30, 1960, states that short-term political risk 
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coverage has been extended on an anticipated export volume of ap- 
proximately $80 million on behalf of 123 U.S. companies; 37 commer- 
cial banks and export insurance companies acted as intermediaries. 

In medium-term coverage, the Eximbank participated with 32 dif- 
ferent banks in extending $10.3 million to 109 different companies. 
These figures suggest the limited scope of the program. It is still 
new, it may grow; however, it will not grow fast enough to meet the 
legitimate needs of the American business community ‘and especially 
the small business community, unless the whole program is radically 
enlarged. 

Our performance in the international credit field appears patently 
inadequate when compared with that of foreign countries. If the 
present rate of coverage through the Export-Import Bank of our 
own export transactions is calculated on an annual basis, it amounts 
to less than 1 percent of our exports. 

A recent study of Francis X. Scafuro, vice president of the Bank 
of America, New York, shows that France insured over 514 percent 
of our consumer-good exports alone (insurance of other types of 
exports is not available from this study). For the year 1958, the 
German export credit insurance covered an estimated 12 to 15 per- 
cent, while the United Kingdom in 1958-59 insured about 16 percent 
of her exports. All of these figures are not strictly compari hile but 
the difference between our own and the foreign figures is so striking 
that we have cited them to bring out the competitive inadequacy of 
our own position in this field. 

California business groups are keenly aware that credit and credit 
insurance in international trade are lacking. In an analysis sub- 
mitted by Mr. Scafuro to the Senate Committee on Interstate and 
Foreign Commerce in April of 1960, Mr. Scafuro asked 226 exporters 
throughout the United States for their reaction to 4 significant meas- 
ures chosen by the National Coordinating Committee for Export 
Credit Guarantees to strengthen our export credit insurance system. 

The answers to Mr. Scafuro’s questionnaire were arranged by 
States. California firms responded more favorably to these questions 
than firms outside the State and the percentage of negative and non- 
committal replies was lower than the national average. We are 
planning to widen this investigation and examine in greater detail 
the attitude of California business firms, especially small business 
firms toward adequate credit facilities in international trade. 

The principal export credit insurance systems in foreign countries 
have grown up independent of and, toa large extent competitiv e with, 
the commercial banks in those countries. The structure of the Euro- 
pean, particularly the continental, banking system and the tax system 
of these countries is such that commercial banks are unable or often 
disinterested in making or insuring the kind of loan that is essential 
in export transactions of small business. 

In the United States the situation is just the opposite. Commercial 
banks are business-oriented and small-business-oriented in their do- 
mestic transactions. Many U.S. banks are run by people who come 
from the small business community and fully understand its needs 
and problems. This is particularly true in the western part of the 
United States. If banks have not been able to assist business, espe- 
cially small business, in some of its foreign credit needs it has not 
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been due to any lack of interest or willingness to help. Rather, our 
banking laws and banking traditions have kept our commercial banks 
from doing more. 

We should, therefore, like to emphasize most strongly that the 
international credit developments we are proposing have to be under- 
taken with the fullest cooperation of the banking community and 
not in competition with them. This is particularly important if the 
small business communities are to be served. 

What we have in mind is a relationship between the commercial 
banks and the export credit organization not unlike that which has 
so successfully been built up between the commercial banks and the 
Federal Reserve System in other types of credit. In such a system 
the customer would have the advantage of his banker’s advice, his 
experience, his business orientation, while at the same time benefiting 
from the greater security which the proposed export credit insurance 
would impart. 

Our contacts have shown that the small business community on 
the west coast favors this mixed rather than a straight governmental 
approach to the problem of exporting credits. Notwithstanding the 
limitations of the Eximbank programs described in earlier para- 
graphs of this report we decidedly welcomed the new and increased 
role which they assign to commercial banks. We hope that this trend 
will continue in the development of export credit plans by the Exim- 
bank or other institutions. 

We are aware that the matter of export credit is but one of the 
many problems of small business and foreign trade; it appears to 
us to be the most important one. But even within the limited time 
and space of our disposal we should like to make at least brief refer- 
ence for plan of A. P. Schuman, which has been well received in in- 
formal discussion with members of the small business community in 
northern California. It is cognizant not only of small business but 
also of the present balance of payments difficulties in which the United 
States finds itself. 

At present, the United States grants with certain limitations a duty 
exemption of between $200 and $500 to tourists returning from 
foreign countries. This exemption has stimulated imports into the 
United States and, in many instances, offered serious competition 
to domestically produced commodities and those imported through 
more regular channels. The authors of this report do not feel, how- 
ever, that these exemptions should be lowered under all circumstances. 

We do, however, believe that serious consideration should be given 
to a reduction of this duty-free allowance when goods are brought 
in from countries which do not grant the same or an equivalent exemp- 
tion for the importation or commodities brought in by their nationals 
when they return from travels to the United States. 

This is yet another instance in which foreign governments might 
have to realize that they can no longer expect to receive the most 
generous tariff treatment from the United States without granting 
us countervailing concessions. If our programs to attract more foreign 
tourists succeed and if foreign visitors continue to come to the United 
States in increasing numbers, the increase in exports of the U.S. com- 
modities brought back by foreign tourists, encouraged by such higher 
exemptions, might prove to be considerable. 
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We realize that the negotiation of the concessions in foreign coun- 
tries, as well as the administration of tariffs, which may well give dif- 
ferent allowances to tourists returning from different countries with 
the same amount of merchandise, may prove quite difficult. We are, 
however, confident that it would make a contribution to improving the 
U.S. balance of payments in a spirit of a constructive policy toward 
small business and international trade. 


SUMMARY OF STATEMENT BY ADOLPH P. SCHUMANN 


1. In the field of export, small businesses and small manufacturers cannot, 
at the present time, participate by other means than by selling their merchandise 
to a large exporter. 

2. In order for a small businessman to be able to export directly he must first 
have: 

(a) The means of adequately checking the credit of his prospective 
customer. 

(b) The means of extending, to that customer, terms of credit competitiv: 
to those of his foreign competitors who have these credit facilities. 

3. The present credit insurance program, while extremely desirable for large 
and medium exporters who wish to have themselves protected against devalua- 
tion and political strife in South America, is not a true credit insurance of any 
kind, shape, or description, because it does not enable the smaller businessman 
to look up the credit of his customer, decide how much he wants to sell him, 
and have himself insured at a definite charge against credit risk. 

4. While we recognize the importance of this present, miscalled, credit in- 
surance, we wish to lay on the top of this structure a true credit insurance; 
a credit insurance based upon ratings similar to those of Dun & Bradstreet: 
a credit insurance which will enable the small businessman to know that he can 
sell for example, Galleries Lafayette, in Paris, $50,000 worth of merchandise at 
a cost of 1% percent; sell them on a 3 months basis, and know that he will be 
able to be guaranteed against risk in the event that his French customers should 
not pay him. This is extremely important and vital to the participation of 
small businesses. 

5. I propose that this credit insurance be handled through our banks which 
have in the past, and I am sure will in the future, extended all their facilities 
possible to their small business clients. We would, therefore, suggest a charge 
of approximately 144, percent. Of this charge, one-half of 1 percent would 
go to the guaranteeing body of the Federal Government and, we feel, would be 
more than sufficient to cover their losses. The other three-fourths of 1 per- 
cent would go to the bank as its means of covering its overhead costs in the 
actual execution of the credit insurance. 

To sum up these points, we wish to point out that, in the coming trade war 
between ourselves and the Soviet Union, about which the Soviet Union spokes- 
men boast so gleefully and often, they will have the tools of unlimited credit, 
and we, in order to win, must freely use our tools that they do not have. 
These tools are our brilliant, numerous, and extremely self-reliant small 
businesses—businesses that do not and cannot exist in the Soviet Union—and 
our banking system, with its inherent independence, pliability, and knowledge 
that cannot be matched by a country in which banks, as an independent insti- 
tution, do not exist. 


Mr. Struurs. Would that be one and a quarter for 90 days? 

Mr. Scuuman. I think it would be one and a quarter, regardless 
of the length and time. This is not intended to be a tax arrangement 
but an insurance arrangement, and it would be my experience, cer- 
tainly, if you can trust a man for 90 days you can certainly trust him 
for 90 years. 

In other words, I would assume that it would be 3 months, or 6 
—, but I don’t think the charge should be any further than 
that. 








360 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


What I am hoping we will eventually have will be something that 
will let us here in world trade take a ship and go in with a ship full 
of button manufactures, radio manufactures and other types of manu- 
factures, into the different countries, and they will be able to actually 
sell, just plain sell their products. 

The banks will give you every form of help that they can, but they 
can’t tell you whether John Doe is entitled to a $700 bill of goods. 
What I am putting out here is not far-fetched, because EF ngland and 
France has it. 

Mr. Purnam. Yousay that England has it. What I want to know 
is to what extent is this done by the British Government? 

Mr. Scuuman. I didn’t make a study of this plan, but I do know 
is guaranteed by the British Government. 

Mr. Purnam. It is guaranteed by the British Government ? 

Mr. Scutuman. It is very much like the FHA. 

Mr. Srvuurs. Would it be 80 percent, or 100 percent maximum, or 
what ? 

Mr. Scouman. I would consider myself incapable. I don’t think 
I am qualified to answer that. 

Mr. Srutrs. Well, if you were shipping a shipment of $700 into 
a country, into a store in Italy, would you expect the 100 percent. cov- 
ered on credit, or do you suppose 80 percent would be enough to take 
care of the out-of-pocket losses? 

Mr. Scuuman. I would be inclined to think 80 percent, because it 
would keep the cost down. 

Senator Enetr. To get back to your point B, under No. 2,° the 
first point is very clear to me. If you don’t know the fellow over 
there you don’t want to send him a thousand dollars worth of goods, 
but you want to check his credit, unless you are going to be paid cash. 

Now, the second point, The means of extending to that customer 
terms of credit competitive to those of his foreign competitors who 
have these credit facilities, what do you mean by the “means of 
extending credit to that customer”? 

Mr. Scuuman. Let’s take a customer’s credit extension. In most 
business transactions it is 90 days. We will have to take them country 
by country because of the banks would have to lay the rules down. 
These are 90 days. 

My man would know that he could extend to Mr. John Jones in 
France a 90-day credit and be insured against credit loss at a cost of 
114 percent through his bank. Now, I am not trying to use this as 
a means of getting money to my small business. Actually, he just 
receives the credit guarantee. We have adequate banking facilities 
in the United States to finance the small businessman, and once he 
has a guarantee on that any bank will lend him whatever money be 
needs. 

We just want a guarantee so that when we sell we know that when 
we ship that thousand dollars worth of merchandise we can’t lose, 
or - Mr. Stults put it, you can only lose 80 percent. This is all you 
need. 
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®See p. 359, summary of statement. 








SMALL BUSINESS EXPORTS AND THE WORLD MARKET 361 


Senator Eneie. The second question is whether or not that arrange- 
ment. would in fact be competitive with those foreign nationals who 
have these credit facilities. 

Now, just before you arrived, we had Mr. Arnold and Mr. Rich- 
ards on the witness stand. Mr. Richards is with the ICA and Mr. 
Arnold is the Deputy Director for Private Enterprise. I believe it 
was Mr. Arnold who submitted a comparison of what the Germans 
give in the way of credit for exports in comparison with the United 
Kingdom. 

I asked him if he thought, No. 1, whether these guarantees were 
better than ours, and he said, “Yes.” I asked him, No, 2, if he was 
prepared to say that we ought to improve our guarantees, in order 
to be competitive, and he said, “Yes.” 

That brings me back to this proposition, namely, the means of 
extending to that customer terms of credit comparable to those foreign 
competitors. 

Mr. Scuuman. At the present time we can’t do it; that is clear, is 
it not? 

Senator Eneie. That is clear. 

Mr. Scuuman. Now, we have suggested here a program under 
which we can write an insurance policy on credit. 

Senator ENGL. Now, the question I ask is whether or not that will 
make us competitive, and whether or not, if the credit is extended on 
that basis, the cost of it will make our goods noncompetitive ? 

Mr. Scuuman. I will answer this by telling you, in the first place, 
I would not presume to pit my knowledge against that of the previous 
speaker. I am not here for that purpose. I am speaking for a small 
businessman who, at the present time, doesn’t have any exports be- 
cause they do not exist, but he hopes they will exist. 

I think it will make us more competitive because the small manu- 
facturer will not have to sell through an export-import outfit. He 
will be able to sell directly. 

No. 2, he would be directly competitive because I am sure the pre- 
vious speaker and myself are talking about two different things. One 
is the sale of machinery running into millions of dollars, and I am 
only talking about spending $900, with cotton extract, and I do not 
presume my 90-day statement should be used as anything but a 
sample. 

I think that the banks themselves with their resources will be able 
to tell you within 72 hours whether they need 90 days, or 120 days. 
The banks will be able to arrange these details because they have the 
facilities and connections. I know I met with a Swiss bank and three 
other banks in Germany and asked them for a suggested plan, and 
they sent it off to the State of California in the fullest of details. 

Banks are wonderful. In other words, I suggest that when you 
talk to one of the banks—you can go to Crocker-Anglo or Wells 
Fargo, because I asked them to submit a plan, and they have a 
wonderful plan here. 

Senator Ranpvotew. Mr. Schuman, I want to ask a question, but 
first a generalization. We have heard much recently of a loss of 

restige by this country in world matters. I know that is a meaning- 

ul word, but one subject to interpretation. Are you saying here to- 
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day that we have lost prestige because we have not moved in the areas 
that you have indicated ¢ 

Mr. Scuuman. Well, I would say if we move in this area it will 
enhance our trade. We had a program here on prestige in California. 
For instance, in world trade we are asking the legislature to pass a 
bill enabling us to give a little medal to all Americans going abroad. 

When these people call for their passport in California they attend 
a school of three 2-hour courses on how Americans could conduct 
themselves abroad to enhance the prestige of the State of California 
and the United States. Actually, the major portion of the course tells 
fellow Americans when they are abroad that they should not criticize 
the Government. Unfortunately, there is nothing the Government can 
say, but I myself have seen Americans do a great deal of harm by crit- 
icizing their Government overseas in exactly the same manner they 
would do in the city of San Francisco. 

We are all used to this type of freedom so, when we go overseas, 
it is hard for us to remember that we are not in the United States and 
the people abroad do not take their elections as lightly as we take 
ours. In many of these countries, it means death to the families of 
people who lose the elections, and in many cases when an election 
is lost, these people disappear and we never hear from them again. 
They will all be taken off to some place from which they won’t come 
back, so when you have an election on that basis, it is a different 
story. 

Iam a Democrat. I am certain that if the Republicans had won, 
they would not have had me executed, but in many corners of the 
world, this is not true. 

Americans abroad should limit their comments on their Government 
to answering the questions in a way that will be beneficial to Amer- 
ica and that is one of the things the world trade is doing. 

Now the matter of running out of gold. At the present time we 
haven't run out of gold, but it has put us on a competitive basis. This 
may be a wonderful thing for us. Now that we are equal, I think 
everybody likes it a little bit better. For many years these people 
have had to say, “Thank you,” to us but now we have to roll up our 
sleeves and go to work and this is a tool we need to work with. I 
don’t recognize that our high labor cost and these other things make 
us noncompetitive with other products. 

Senator Eneiz. Thank you very much, Mr. Schuman. We will 
include in the record at this point your prepared statement with 
accompanying appendix A report of Wells Fargo Bank-American 
Trust Co., and Crocker-Anglo National Bank, and letter dated Sep- 
tember 3, 1959, from Yehuda Assia, administrateur delegue, Banque 
Pour Le Commerce Suisse-Israelfen. 

(The documents referred to follow :) 


PREPARED OF ADOLPH P. SCHUMAN, PRESIDENT, LILLI ANN CorP, AND CHAIRMAN, 
Worvtp TRADE CENTER AUTHORITY, AND F.. A. BRETER, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF SAN FRANCISCO, AND CONSULTANT, WORLD TRADE CENTER 
AUTHORITY 
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professor of economics, University of San Francisco, and consultant on inter- 
national economics to the World Trade Center Authority. The authors have 
discussed the subjects covered in this presentation with other members of the 
World Trade Center Authority and with many representatives of the inter- 
national trade and finance community of the west coast. While we are grate- 
ful for the many suggestions made to us, we take full responsibility for the 
findings and suggestions contained in the following pages. 

The United States is facing the most serious balance-of-payments problem 
in its entire history. In the State of California, where international economic 
transactions are of outstanding importance in income, employment, and welfare, 
we are particularly concerned with the consequences of this disturbance in our 
international accounts, how foreign nations will react to it, and particularly 
what the United States is going to do to cure it. We are confident that the 
measures which we are about to propose will not only contribute to a solution 
of the balance-of-payments problem but will stimulate the participation of 
small business firms particularly on the west coast. We fear that unless 
the proper policy measures in our international economy are taken, the position 
of the small business firm in international trade will deteriorate at a rate even 
faster than has been true in our domestic economy. 

The most important impediment to a greater participation of small business 
firms in international trade, especially exports, is the difficulty of small business 
to obtain adequate financing. Of course, this problem also affects larger 
firms, but small business has been especially hard hit by the slow development 
of our international credit facilities. Today the United States is the only major 
industrial national which lacks an adequate international credit structure. 
Our competitors in international trade of the free world such as England, 
France, Italy, Germany, and Holland have developed far more complete credit 
insurance systems, and their governments have given business much more 
aid in the international credit field than has our own. Foreign business firms 
have, therefore, been able to compete more successfully and we believe that 
the discrimination against the small American exporter, stemming from this 
source, has been especially serious. We need more international credit, we need 
it on longer terms, not only in our export to the underdeveloped areas, but also 
in the trade with traditional export markets. Insufficient attention has been 
paid to strengthening credit insurance of our exports to our older markets 
and we feel that action in this area would be of particular benefit to small 
business. 

Earlier this year, the Export-Import Bank of Washington, entered in a new 
field of export guarantees, covering political risks in short-term transactions. 
It also strengthened in a number of ways its coverage of medium-term trans- 
actions. We think that these have been important steps in the right direction 
but they are certainly not enough. The Export-Import Bank and possibly other 
institutions will have to do considerably more in the near future. A letter of 
the Export-Import Bank to the authors of this statement, dated November 30, 
1960, states that short-erm political risk coverage has been extended on an 
anticipated export volume of approximately $80 million on behalf of 123 
U.S. companies; 37 commercial banks and export insurance companies acted 
as intermediaries. In medium-term coverage, the Eximbank participated 
with 32 different banks in extending $10.3 million to 109 different companies. 
These figures suggest the limited scope of the program. It is still new, it may 
grow; however, it will not grow fast enough to meet the legitimate needs of 
the American business community and especially the small business community, 
unless the whole program is radically enlarged. 

Our performance in the international credit field appears patently inade- 
quate when compared with that of foreign countries. If the present rate of 
coverage through the Export-Import Bank of our own export transactions, 
is calculated on an annual basis, it amounts to less than 1 percent of our 
exports. A recent study of Francis X. Scafuro, vice president of the Bank 
of America, New York, shows that France insured over 5% percent of her 
consumer-goods exports alone (insurance of other types of exports is not 
available from this study). For the year 1958, the German export credit in- 
surance covered an estimated 12 to 15 percent, while the United Kingdom, 


1 We have assumed an annual volume of about $180 million of insurance and an export 
volume of about $20 billion. 
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in 1958-59 insured about 16 percent of her exports. All of these figures are 
not strictly comparable but the difference between our own and the foreign 
figures is so striking that we have cited them to bring out the competitive 
inadequacy of our own position in this field. 

California business groups are keenly aware that credit and credit insurance 
in international trade are lacking. In an analysis submitted by Mr. Scafuro 
to the Senate Committee on Interstate and Foreign Commerce in April of 1960? 
Mr. Scafuro asked 226 exporters throughout the United States for their reaction 
to 4 significant measures chosen by the National Coordinating Committee for 
Export Credit Guarantees to strengthen our export credit insurance system. 
The answers to Mr. Scafuro’s questionnaire were arranged by States. Cali- 
fornia firms responded more favorably to these questions than firms outside 
the State and the percentage of negative and noncommittal replies was lower 
than the national average. We are planning to widen this investigation and 
examine in greater detail, the attitude of California business firms, especially 
small business firms toward adequate credit facilities in international trade. 

The principal export credit insurance systems in foreign countries have 
grown up independent of, and to a large extent competitive with, the com- 
mercial banks in those countries. The structure of the European, particularly 
the continental, banking system and the tax system of these countries is such 
that commercial banks are unable or often disinterested in making or insuring 
the kind of loan that is essential in eXport transactions of small business. 

In the United States the situation is just the opposite. Commercial banks 
are business oriented and small business oriented in their domestic transac- 
tions. Many U.S. banks are run by people who come from the small business 
community and fully understand its needs and problems. This is particularly 
true in the western part of the United States. If banks have not been able 
to assist business, especially small business, in some of its foreign credit needs 
it has not been due to any lack of interest or willingness to help. Rather, 
our banking laws and banking traditions have kept our commercial banks 
from doing more. We should, therefore, like to emphasize most strongly that 
the international credit developments we are proposing, have to be undertaken 
with the fullest cooperation of the banking community and not in competition 
with them. This is particularly important if the small business community 
is to be served. What we have in mind is a relationship between the com- 
mercial banks and the export credit organization not unlike that which has 
so successfully been built up between the commercial banks and the Federal 
Reserve System in other types of credit. In such a system the customer 
would have the advantage of his banker’s advice, his experience, his business 
orientation, while at the same time benefiting from the greater security which 
the proposed export credit insurance would impart. Our contacts have shown 
that the small business community on the west coast favors this mixed rather 
than a straight governmental approach to the problem of exporting credits. 
Nothwithstanding the limitations of the Eximbank programs described in 
earlier paragraphs of this report we decidedly welcomed the new and increased 
role which they assign to commercial banks. We hope that this trend will 
continue in the development of export credit plans by the Eximbank or other 
institutions. 

At the request of Mr. A. P. Schuman, two of California’s leading commercial 
banks, the Wells Fargo-American Trust Co., and the Crocker-Anglo National 
Bank, have prepared a report on the problems of small business in interna- 
tional trade and they have indicated some of the ways to solve these problems. 
We have have found this background report so valuable that we have asked 
these two banks for their permission to attend it to our own. The report 
of the two banks is submitted to the committee in its original form as appendix A. 


II 


We are aware that the matter of export credit is but one of the many problems 
of small business and foreign trade; it appears to us to be the most important 
one. But even within the limited time and space of our disposal we should 





2Foreign commerce study hearings before the Committee on Interstate and Foreign 
Commerce, U.S. Senate, 86th Cong., 2d sess., on “Measures To Expand United States 
Exports, Present Export Credit Facilities, and Proposals for New Mechanism,” Apr. 28 
and 29, 1960, p. 96. 
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like to make at least brief reference for plan of A. P. Schuman, which has 
been well received in informal discussion with members of the small business 
community in northern California. It is cognizant not only of small business 
put also of the present balance-of-payments difficulties in which the United 
States finds itself. 

At present the United States grants, with certain limitations, a duty exemption 
of between $200 and $500 to tourists returning from foreign countries. This ex- 
emption has stimulated imports into the United States and in many instances 
offered serious competition to domestically produced commodities and those 
imported through more regular channels. The authors of this report do 
not feel, however, that these exemptions should be lowered under all circum- 
stances. We do, however, believe that serious consideration should be given 
to a reduction of this duty-free allowance when goods are brought in from 
countries which do not grant the same or an equivalent exemption for the 
importation of commodities brought in by their nationals when they return 
from travels to the United States. This is yet another instance in which for- 
eign governments might have to realize that they can no longer expect to 
receive the most generous tariff treatment from the United States without 
granting us countervailing concessions. If our programs to attract more for- 
eign tourists succeed and if foreign visitors continue to come to the United 
States in increasing numbers, the increase in exports of the U.S. commodities 
brought back by foreign tourists, encouraged by such higher exemptions might 
prove to be considerable. We realize that the negotiation of the concessions 
in foreign countries, as well as the administration of tariffs which may well 
give different allowances to tourists returning from different countries with 
the same amount of merchandise may prove quite difficult. We are, however, 
confident that it would make a contribution to improving the U.S. balance of 
payments in a spirit of a constructive policy toward small business and interna- 
tional trade. 


(For summary of statement see p. 359. ) 
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Report OF WELLS FARGO BANK-AMERICAN TRUST CO., AND CROCKER-ANGLO 
NATIONAL BANK 


There are many so-called small companies and individuals with limited finan- 
cial resources that are engaged in the export field. They have undoubtedly used 
the various facilities which are at their disposal—-chamber of commerce, com- 
mercial attachés attached to consulates, banks, etc.—in developing what busi- 
ness they transact. Perhaps they have not capitalized to the full on their 
possibilities because they may not have used those facilities to the full extent 
that they are available. 

There are also undoubtedly a number of small companies and individuals with 
limited means which have made little or no effort in the export field. This is 
understandable and in many instances probably wise. They may dismiss export 
business because they are fully occupied in their domestic endeavors; also, they 
may ignore it because they have neither the time, money nor inclination to 
develop such business. They may disregard exports because they believe, either 
rightly or wrongly, that their business just does not fit into the export field. 
If that decision is based upon study of the subject and some knowledge of what 
export opportunities exist, their decision may well be correct. If on the other 
hand they ignore the export field solely because it would require some effort 
and study on their part, their decision may be incorrect. It is admittedly true 
that considerable time, energy, and some cost in terms of money is required 
solely to determine whether one can profitably participate in the export field. 
It is also true that having decided that an opportunity exists, further time, 
money, and effort must be expended to build such a business. 

To those who may not be realizing their full potential in export business and 
those who presently do not engage in that business but decide that opportunities 
exist for them, there are many agencies that will be happy to endeavor to assist 
and advise them. 
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The most valuable sources of information for the individual or firm con- 
templating entry into the export field would be one of the following: 
(a) International departments of commercial banks. 
(b) Commercial attachés. 
(c) Chambers of commerce. 
(d) Trade associations. 

It may serve a useful purpose to describe some of the services that these 
organizations can perform for the potential exporter. 

(a) International departments of banks.—We believe there are increasing 
opportunities for sales of U.S. products in the channels of world commerce. 
The international banking departments of the major banking institutions are 
eminently qualified to provide counsel and assistance to all firms interested in 
entering or expanding their operations in the field of world trade. 

The staff and financial reserves of the international banking departments of 
commercial banks form a coordinated, worldwide network of banking operations 
available to the export-import trader, buyer, or shipper. 

International banking departments must offer a great variety of financial 
services in order to meet the growing demands of modern trade and industry. 
All of these foreign banking services point toward the creation and development 
of international trade and commerce to the greater economic benefit of the 
United States. The services offered by the international banking departments 
are effectively tailored to service the domestic customer and are prepared to 
meet the type of credit and financing arranged between the buyer and seller. 

These departments may also advise the buyer and seller in world commerce 
as to the most efficient and economical financing relationships to be applied to 
their trading agreements. 

In brief, the international banking staff provides trained, experienced per- 
sonnel who are in constant touch with the financial marts and trade centers of 
the world and are, therefore, aware of business developments which offer in- 
creased stability and protection for those firms engaged in foreign trading 
negotiations. 

The international departments of the commercial banks are in a position to 
assist customers interested in international trade through the facilities of their 
branches or correspondents abroad, not only by means of the services listed above 
but also on the following basis: 

1. Credit information. 
2. Business development. 
3. Exchange and foreign trade regulations. 

Credit information: Through extensive credit files, prompt, up-to-date infor- 
mation is avaiiable. In addition, well-established banking relationships all over 
the world enable the banks to obtain rapid and discreet information concerning 
all types of business. 

Business development: Working through correspondents and foreign banks, 
business leads are readily obtained. Customers considering expanding their 
activities Overseas can receive valuable assistance. Names of reliable prospec- 
tive customers and business information in any area a customer is interested 
in are available or can be obtained. This is particularly helpful where a cus- 
tomer wants to enter new foreign markets. 

Exchange and foreign trade regulations: As the international banking de- 
partments are constantly in touch with economic and financial developments 
overseas and have a thorough knowledge of foreign trade practices, they can 
give up-to-the-minute information on foreign trade, economic conditions, regu- 
lations, and investment laws. 

The banks maintain close contact with U.S. Government agencies such as 
the Export-Import Bank, the International Cooperation Administration, the 
Commodity Credit Corporation, and the General Services Administration. They 
also work closely with such international organizations as the International 
Bank for Reconstruction and Development and its affiliate, the International 
Finance Corporation. Since they are familiar with the policies, operations, 
and procedures of these agencies and institutions, they can give valuable assist- 
ance to customers who need this kind of information. 

(b) Commercial attachés.—The consulates of the United States have become 
more and more aware of the fact that they can service the American exporters 
by gathering information for them. They have in many instances set up an 
elaborate organization to do so. As a considerable amount of time and pos- 
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sibly money is spent to obtain this data, it is of great importance that the ex- 
porter profits from these efforts. One will find that the consulates are all too 
happy to be able to be of assistance. 

(c) and (d) Chambers of commerce and trade associations.—These organ- 
izations, due to their contacts with similar organizations, throughout the coun- 
try and the world, very often have trade leads—names of companies that are 
looking for certain products, names of companies or persons who are anxious 
to act as agents for American products. This could be of high value to the 
potential exporter in obtaining prospective buyers or a prospective agent in 
foreign countries. 

The purpose of this report is primarily to determine whether there is a basis 
for cooperation between the above organizations and the Small Business Admin- 
istration to promote the exports of the United States by small businesses. 

Although the Small Business Administration is concerned primarily with 
making long-term loans, they could work with the commercial banks and other 
agencies more effectively in interesting small business in the export field on 
the following basis: 

The Small Business Administration has in its files many mailing lists of 
small manufacturers, merchants, etc., who could possibly be induced to engage 
in foreign trade if they were aware of the possibilities which exist. The 
SBA, in conjunction with chambers of commerce, foreign trade organizations, 
and other such similar bodies, should, by composing and mailing publications, 
make these firms and individuals aware of these possibilities and of the serv- 
ices the banks can render, as well as the wealth of information that the banks 
possess on foreign countries, and of the various means of financing. They 
could also be made aware that by developing a foreign market, a manufacturer 
is less susceptible to fluctuation at home and, consequently, may get a more 
stable income. The prospective exporters should also be made very much aware 
of the competition that exists in foreign markets so that they will approach 
this market not in the manner of regarding it solely as an outlet for their over- 
production (as is so often done by U.S. concerns) but as a market to be courted 
and, once obtained, to be appreciated. 

Few small companies interested in export trade are denied credit facilities 
from commercial banks if they have a sound transaction. However, Small 
Business Administration, through its ability to make long-term loans to small 
companies, could enable many firms not presently engaged in export trade to 
manufacture materials that would be in demand in the foreign market, and the 
commercial banks could handle the financing of the sales to the foreign market. 

It is our conclusion that the participation of smaller business organizations, 
especially those engaged in the manufacturing field, in the exports of this coun- 
try can certainly be increased. However, from the above it will have become 
apparent that in our opinion the emphasis has to be put on making information 
available to them and the establishment of contacts which can result in busi- 
ness connections, rather than on financing. If after possibilities have been ex- 
plored and the conclusion of these investigations is that an export market can 
be created for the relative product, then, of course, the assistance of the SBA 
ean be of great importance to make it possible for the business concerned to gear 
its operations to meet the demand of the oversea markets. 


EXHIBIT 37 
BANQUE Pour LE COMMERCE SUISSE-ISRAELIEN, 
Geneva, September 8, 1959. 
Mr. ApotpH P. SCHUMAN, 
Chairman, World Trade Center Authority, “Lilli Ann,” San Francisco, Calif. 


DEAR Mr. ScHuUMAN: I am writing to you in connection with the finding of 
ways and means to encourage exports from California to other parts of the 
world. 

(1) Description and purpose of an export credit guarantee.—Credit insurance 
affords total or partial indemnity against the risk of loss due to insolvency or 
protracted default of a customer to whom goods are sold on credit. Applied to 
export credits, credit insurance may embrace facilities outside normal insurance 
underwriting. It is here that the government may step in to insure exporters 
against risks which it is not possible to cover elsewhere. These risks include 
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losses due to the insolvency of the debtor, the imposition of currency transfer 
restrictions, or political risks such as war or revolutions or even acts of God, 

Where considerations of foreign policy are not of importance, the leading 
idea should be the maintenance and promotion of the country’s production and 
employment. 

(2) The underwriter.—The government may either insure such exports by its 
own bureau, established within an existing institution (United Kingdom: Ex- 
port Guarantees Advisory Council, a department of the Board of Trade ; Switzer- 
land: Department of Public Economy), or by setting up public corporations either 
owned by the state (Belgium: Office National du Ducroire; France: Compagnie 
francaise d’Assurance pour le commerce extérieur) or completely independent or 
by appointing a private insurance company as agent of the government and 
backing it by the state’s guarantee (Germany, Netherlands). 

The second solution (an independent public corporation) seems to be the most 
appropriate form for California, because it seems to afford the advantages of 
the other solutions without sharing their defaults (rigidity of a governmental 
bureau, lack of initiative in enterprises owned by the state). 

Moreover, such an independent corporation could operate on a self-sustaining 
basis without imposing undue burden on government or trade. 

Its capital should be provided— 

(a) By a privately syndicated company (by banks, exporters, insurance 
companies, ete.). The company, in this case, should be able to borrow from 
the government a large amount on a long-term basis, and 

(b) By reserves accrued from premium payments. 

(3) Limit to guarantees.—The total of all guarantees should be limited by 
a fixed amount, say of $100 million to start with, until experience is gained, and 
then to raise the limit. 

In the United Kingdom for instance the limit is now £1 billion (equals $2 to 
8 billion), in Belgium BFr9*%% billion (equals $20 million). 

(4) Functions of export guarantees. Risks insured.—The guarantee is in- 
tended to protect the exporter against unexpected, unpreventable or accidental 
loss. 

The risks insured could be either— 

(a) Commercial risks: Insolvency of the buyer, failure of the buyer to 
pay within a reasonable time, lack of means of transportation, irrecover- 
able charges occasioned by diversion of voyage. 

(b) Exchange restrictions or shortage of currency preventing the trans- 
fer of payment to the country of the exporter. Devaluation of foreign cur- 
rencies, moratoriums, acts by the government of the buyer’s country such as 
nationalization or confiscation. Cancellation or nonrenewal of an export 
license or imposition of restriction on the export of goods not previously 
subject to license. 

(c) War, hostilities, civil war, rebellion, revolution in the buyer’s country. 

(d@) Castastrophies and other cases beyond control of man. 


No country lists all of the risks mentioned above. Individual guarantees 
might be limited to certain risks or expressly exclude other risks. 

Switzerland for instance as the only country excluded any guarantee for 
commercial risks if the buyer is neither a government, a municipality, central 
bank or other public corporation, nor an enterprise wholly owned by such. 

The guarantee should provide the exporter with facilities to sell on competi- 
tive but sound terms in world markets and guarantee the payment of his bill 
or to assist him in financing export sales. The guarantee should be limited 
to responsible and competent producers and exporters on the one hand, and 
eredit worthy buyers and markets on the other hand. The guarantee should, 
therefore, not cover losses resulting from the exporter’s default to act against 
deterioration, loss or disappearance of goods shipped. 

There might be cases where the risks involved for the underwriter of the 
guarantee seem too high. Subject to periodical revision, certain countries or 
certain goods may be excluded from the guarantee. 

(5) Types of guarantece.— 

(A) Preshipment guarantee: It should cover the exporter from the date he 
accepted an order until the moment where he gets full payment. This type 
of guarantee is conceived for goods made to order or goods not easily sellable 
at home. Premium rates for such guarantees should be higher than for the 


second type. 
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(B) Shipment guarantee: It covers the exporter from date of shipment only. 

Most of the European guarantee regulations make a difference between buy- 
ers being: 

(A) Public corporation: (State, province, municipality, state-owned or 
state-controlled, enterprises, etc. ) 

(B) Private firms: There is a tendancy, probably dictated by considera- 
tions of foreign policy, to cover a longer list of risks by guarantees for goods 
and services sold to the first group. 

The guarantee could cover short-, medium- or long-term credits. I think that 
the coverage of short-term credits should be left to provite insurance companies. 
As a rule, credits for more than 5 years should not be guaranteed, the risks be- 
ing unpredictable. 

(6) Eatent of loss coverage.—lIt is essential to limit the percentage of cov- 
erage of the loss in order to make sure that the exporter apply the necessary 
deligence and in order to assure a good credit management. 

These limits vary from country to country. They are as a rule for com- 
mercial risks around 70-75 percent; for political risks; (@) where private 
firms are involved about 85-90 percent, (b) where buyers are public corpora- 
tions, about 5 pecent less : 80-85 percent. 

(7) Business covered.—The exporter normally insures the whole of his ex- 
port turnover. In certain circumstances, however, it is possible to insure only 
a limited range of markers, provided that the underwriter is given a fair spread 
of risks. It should be noted that in the case of shipment guarantee, business is 
automatically excluded if there is no insurable risks (United Kingdom, etc.) 

(8) Rates of premiums.—The rates of premium vary from country to country, 
and again according to pertinent factors of importance to determine the de- 
grees of the risk involved. The California export guarantee should pay its 
own way and from this point of view the rates should be assessed for each 
country separately and vary according to the risks involved, the types of buy- 
ers and goods, and the terms of payment, length or duration of credit, ete. 
Rates will be higher in the case of preshipment guarantees. However, there 
should be some kind of basic minimum rates. The rates schedule should be 
periodically revised. 

For your information, the premium for a 3-month guarantee in Belgium 
amounts to 0.1 percent of the invoice value (+0.05 percent for each 3 months 
more) ; in France to 2 to 15 percent of the amount covered according to risks 
insured and country of destination. 

(9. Duties of the insured.—Payments terms of the export contract should 
be in line with normal industry, customer and market requirements. 

The insured will have to submit originals or certified copies of all invoices 
and other relevant documents. He also is held to give all necessary informa- 
tion and take all steps required by circumstances. False indications should be 
punished. 

(10) Date of payment of claims.—In case of insolvency the payment shall 
be effected immediately. In case of protracted default the payment should 
be made within 12 months after the due date. 

If there are other causes, payment should be made normally not later than 6 
months from the due date of the debt or the date of occurence of the event which 
is the cause of the loss. 

The insured may be paid adequate interests. But in no case the insured 
should be enriched or obtain more than his original claim. 

(11) Conflicting interests —When the basic approach will be determined, at- 
tention will have to be paid to avoiding activities competing with the Export- 
Import Bank and existing U.S. Government financing agencies. The export 
credit guarantee granted by the public underwriter should also not intervene 
where the risks involved could be covered at equally satisfactory terms by pri- 
vate insurance companies. 

(12) Conclusion.—The proposed system of export credit and exchange transfer 
guarantees has the advantage to promote exports by helping those exporters who 
now find it necessary to grant more liberal credit facilities to customers abroad. 
At the same time it would help to broaden the capital market for medium- and 
long-term paper because commercial banks will more freely discount bills guar- 
anteed as discussed above. 

I shall be very glad, when in California by the end of the year, to discuss with 
you and your colleagues these questions more fully; in my opinion a great deal 
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could be achieved in promoting exports from California to South America and 
the Far East. 

For your information, I should like to add that we have syndicated, on an ad 
hoc basis, guarantees covering exports from the United States to South America 
as well as to the Far East and Middle East. 

The syndicate formed by us and still in existence in a $20 million range—ig 
covering such exports of goods from the United States, the United Kingdom and 
the Continent for which credit guarantees—for one reason or the other—are not 
available. The premium on such insurances charged by the syndicate vary: in 
some cases 2 percent is charged, in other cases even 4 to 5 percent per annum. 

Therefore when forming a public syndicate in California, a smaller premium 
could be charged, ranging from 1 to 3 percent, depending on the goods involved 
and the countries to whom the export is effected, and in order to encourage 
exports from the California area. It is possible to reduce the rate to a fraction 
of 1 percent after experience is gained. 

As pointed out before, I hope to be in San Francisco later to discuss and clarify 
with you and your colleagues all the points under review. 

With best personal regards, Iam 

Yours faithfully, 
YEHUDA ASSIA, 

Senator Enexe. Off the record. 

( Discussion off the record.) 

Senator Enexie. On the record. 

Our next witness is James A. Koch who will read the statement 
made by Konrad W. Schoebel, president, Precision Instrument Co., 


1011 Commercial Street, San C: arlos, Calif. 


STATEMENT OF KONRAD W. SCHOEBEL, PRESIDENT, PRECISION 
INSTRUMENT CO., SAN CARLOS, CALIF., PRESENTED BY JAMES A. 
KOCH, SENIOR APPLICATIONS ENGINEER AND DIRECTOR OF 
EUROPEAN OPERATIONS 


Mr. Kocu. My company is Precision Instrument Co., and we are 
located in San Carlos, Calif. Konrad W. Schoebel is president and 
principal stockholder. I will read his statement. 

“Precision Instrument Co. manufactures instrumentation mag- 
netic tape recorders and associated electronic equipments. These 
associated equipments include precision frequency power supplies, 
miniaturized, transistorized subcarrier discriminators and various 
test and calibration equipments for use with our basic recorders. 
The company was founded in 1957 after private capital was obtained 
to undertake the design, development, and fabrication of a quantity 
of special miniature recorders for the U.S. Navy. Following the 
delivery of these recorders to the U.S. Navy, the company was in a 
position to undertake the development of an advanced instrumenta- 
tion magnetic tape recorder. ‘The design concept was revolutionary 
in that the equipment would be completely transistorized and would 
be physically many times smaller than any other instrumentation 
recorder then available on the market. This equipment was suc- 
cessfully developed, and these recorders are now the standard prod- 
ucts of Precision Instrument Co. 

“In 1957-58 the total gross sales of Precision Instrument Co. were 
approximately $250,000. For the period 1958-59 the total was ap- 
proximately $1 million, and for 1959-60 the sales will be approxi- 
mately $3 million. At the present time, our export sales are less 
than 10 percent of our total sales. This figure represents the equip- 
ments that have been sold to our customers in Europe, Switzerland, 
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and Italy. Asa result of these initial sales, which were made during 
the past year, it was decided to investigate more fully the potential 
market in Europe. For this reason our senior applications engineer, 
Mr. James Koch, was sent to Europe in May of this year. 

“T should mention at this point that during my association with 
another tape recording company, I had an opportunity of contacting 
some of our present representatives in Europe. These representa- 
tives are now handling the products of Precision Instrument Co. 

“As a result of these initial contacts with foreign sales representa- 
tives, it was possible to obtain recommendations and suggestions 
about representatives in other countries where we had not yet estab- 
lished a sales organization. In April of this year I personally called 
on most of these representatives and negotiated agreements with 
them to handle our products. In making this decision I had to evalu- 
ate their sales position in the foreign country, to consider the number 
of engineers and supporting personnel they had available for pro- 
moting and servicing our equipments, and to consider their current 
and future financial responsibility. I found that the representatives 
who were most qualified to handle our products are also the repre- 
sentatives for a number of other outstanding American companies. 
At the present time, therefore, our European marketing program is 
handled entirely by the sales organizations of our European 
representatives. 

“We knew that the technology of instrumentation magnetic tape 
recording was not as far advanced in Europe as it is here in the 
United States. For this reason, our Mr. Koch spent the past 6 
months in Europe working with our representatives; explaining the 
principles of instrumentation recording; discussing the application 
of transducers and automatic data analysis equipments; and demon- 
strating the use of our products in many different systems. As a 
result of this technical introduction to our representatives, and also 
to many hundreds of potential customers, an existing potential mar- 
ket was expanded into a more immediate sales market. 

“In general, our products are used by professional people such as 
electrical and mechanical engineers, by doctors and clinical technicians 
and by scientific and technical personnel of the armed forces of for- 
eign governments. 

“Our foreign representatives are responsible for all local advertis- 
ing, but we support our representatives with application engineering 
information, service bulletins on our equipment, and suggested adver: 
tising literature. 

“As we were relatively new to the problems of export. marketing 
and in view of the limited schedule we had established for develop- 
ment of European sales, we did not avail ourselves of the facilities of 
the Department of Commerce in Washington, D.C. However, we did 
contact our American embassies and consulates in Europe in an 
effort to develop marketing information “on the spot.” In nearly 
every case marketing data could not be obtained from these embassies 
or consulates. In many cases they could not advise us on applicable 
tax structures or other regulations for an American firm interested 


in establishing and operating a European office or manufacturing 
facility. 
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“At the moment, we feel that we should have contacted the De- 
partment of Commerce in Washington, D.C., prior to launching our 
European marketing operation. However, a firsthand, personal in- 
vestigation of European marketing problems is immediately more 
beneficial and more conclusive for any smal] American firm interested 
in oversea sales operation.” 

This concludes the extract of the prepared statement. 

Senator Enerxe. Thank you very much for that excellent statement. 
I notice that you mentioned as No. 1, “Obtain a competent foreign 
representative to handle the product line.” 

I assume you are talking about someone in the foreign country, and 
I am wondering if you heard the testimony of Mr. Richards who was 
on the stand this morning ? 

Mr. Kocu. Yes, I did, sir. 

Senator Enere. Do you think the kind of information that he 
wanted to publish would be helpful from your personal experience? 

Mr. Kocu. No. It would not. 

Senator Ener. It wouldn’t help you in this particular instance? 

Mr. Kocu. No, sir. 

Senator Eneie. You couldn’t use that type of information at all? 

Mr. Kocnu. No, sir. 

Senator Encix. Now, you heard Mr. Schuman’s testimony with 
regard to credit risks. I assume then since you have your own outfit 
over there, you can find out what you need to find out about a credit 
on the ground, is that right ? 

Mr. Kocu. In every case we ask our creditors for an irrevokable 
letter of credit, and we have had no problem in obtaining it from our 
customers. We have had no problem with credit risks. 

Senator Enevz. But you did find out that you had great difficulty 
in getting adequate information through our American embassies 
over there and through the consuls? 

Mr. Kocu. With respect to the regulations that we would need if 
we wanted to establish a manufacturing facility or an engineering 
office in some foreign country, let’s say, France, Germany, Italy or 
Holland. 

Senator Eneie. Could you get information with reference to the 
tax structure and the problem, say, of getting your profit back out? 
Mr. Kocn. No, sir. We could not get that information at all. 

Senator Eneiz. Have you done anything or have you gone any 
place where you could find that out ? 

Mr. Kocu. I have only been back here from Europe 2 weeks, and 
1 have not had the opportunity of investigating this problem. I 
assume I would contact the Department of Commerce in Washington 
and explore it thoroughly. 

Senator Enerr. Thank you very much. 

Mr. Sruurs. I wonder, Mr. Koch, if your shipments overseas are 
fairly sophisticated items? 

Mr. Kocu. Yes. 

Mr. Srutts. So that an export manager, even though he had a 
general awareness of electronics, the overall field of electronics, this 
would not make him at all qualified to handle this complex equip- 
ment that you would wish to sell to foreign countries, is that right? 

Mr. Kocu. Your statement is well put, that is correct. 
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Mr. Sruurs. Your representatives abroad are engineers, or have 
with them engineering technicians, who are perhaps better qualified ? 

Mr. Kocu. They are mostly engineers. They are familiar with the 
data system and the instr mentation system. 

Mr. Sruurs. The same thing would be true trying to sell your 
instruments in the United States itself / 

Mr. Kocu. Yes. 

Mr. Sruurs. You could not go to any sales representative in Wash- 
ington and say, “Handle our line of goods,” is that correct? 

Mr. Kocu. That is correct. 

Mr. Sruttrs. So that after taking that into consideration, overseas 
or here, you would have the same problem ? 

Mr. Kocu. We have a technical problem of introducing our 
equipment and working with it, yes. 

Mr. Srutrs. Do you find that you are priced out of the world 
market 

Mr. Kocu. By no means. 

Mr. Srutts. Because of the technical proficiency of your firm ? 

Mr. Kocu. As I mentioned in the prepared statement, the techno- 
logical aspects in this country are much more advantageous than 
they arein Europe. Many of the European engineers look to Americ: 
for the newest products, so we are creating a European market with 
our engineering know-how. 

Mr. Sruurs. C ertainly in the terms “world prestige,” in this area of 
electronics, we have a pretty good reputation abroad and high repute 
on this engineer technology ¢ 

Mr. Kocu. There is no question about it. They look to Americ: 
for engineering know-how. 

Senator Enoue. Thank you very much. 

That was an excellent statement and we appreciate your coming 
here. 

The next witness is Mr. Prevost, secretary and controller, Laher 
Spring & Electric Car Corp., Oakland, Calif. 


STATEMENT OF F. P. PREVOST, SECRETARY AND CONTROLLER, 
LAHER SPRING & ELECTRIC CAR CORP., OAKLAND, CALIF. 


Mr. Prevost. I have been secretary and controller of Laher Spring 
& Electric Car Corp. for the last 20 years. At various times dur- 
ing these 20 years, we had extremely high foreign trade. At the pres- 
ent time it is down to about 7 percent of our volume whereas it used 
to be 60 percent. It is, shovels after all these other conversations, 
quite a disappointing matter to inform you that at the present time 
our prices in industry are much higher than in other countries where 
we export. I am talking about automotive brakes and batteries and 
brake relining, et cetera. If we go to our price now in the export 
market, we are 25 to 30 percent above Germany and Japan who are 
manufacturing those products themselves. 

I would advise anyone going into the export trade in automotive 
products to stay away from export trade. We are out of that market. 
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(The question and answer form submitted to the Select Committee 
on Small Business as part of Mr. Prevost’s statement is as follows:) 


QUESTIONS AND ANSWERS SUBMITTED TO THE SELECT COMMITTEE ON SMALL 
BusINESS, BY LAHER Serine & ExLectric Car Corp., OAKLAND, CALIF. 


Question 1. Please open your statement by giving the name and address of 
your company and the name and title of the person making the statement. 

Answer. Laher Spring & Electric Car Corp., 2615 Magnolia Street, Oakland, 
Calif.; F. P. Prevost, secretary and export manager. 

Question 2. What products do you manufacture? 

Answer. Our corporation with its wholly owned subsidiaries (Laher Battery 
Production Corp. and Lasco Brake Products Corp., Ltd.) manufactures the 
following items: 

(a) Leaf springs (for automotive passenger cars, trucks, overload 
springs). 

(b) Wet or dry storage batteries (for automotive use). 

(c) Brake linings (for passenger cars and brake blox for trucks). 

(d@) A complete line of electrie cars and trucks, also electric lifts. 

Question 3. Indicate the size and growth record of your company, in terms 
of annual sales or number of employees or both for the past few years; and 

Question 4. Include a brief summary of your company’s history: when 
founded, original products and customers, later diversification, ete. 

Answer: The company was originated by our president, Mr. F. J. Laher, in 
Portland, Oreg., in 1908. Original product was leaf springs. In 1930 brake 
linings for automotive use were added; in 1940 storage batteries were intro- 
duced ; in 1956 electric cars and trucks were added to the line; in 1960 electric 
lifts were completed. The company now employs 300-350 people. 

Question 5. What percentage of your total annual sales represents export 
sales? 

Answer: 7 percent of our annual sales represent export sales. From 1946-54 
our export sales on leaf springs ran about 50—60 percent of our total spring sales. 

Question 6. To what countries do you export your products? Which coun- 
tries are most important? 

Answer. Argentina, Bolivia, Canada, Colombia, Cuba, Ecuador, Finland, 
Guam, Haiti, Holland, Hong Kong, India, Iran, Italy, Japan, Lebanon, Mexico, 
Okinawa, Paraguay, Peru, Puerto Rico, Syria, Thailand, Uruguay, Vietnam, 
Arabian Gulf, Brazil, Chile, Costa Rica, Denmark, El Salvador, Greece, Guate- 
mala, Hawaii, Honduras, Iceland, Indonesia, Iraq, Jamaica, Jordan, Malaya, 
Nicaragua, Pakistan, Persian Gulf, Philippines, Saudi Arabia, Taiwan, Turkey, 
Venezuela. 

Question 7. Please explain how, when, and why your company started to sell 
in foreign markets. What method of exporting do you employ? (For ex- 
ample: Indirect exporting, utilizing export commission house, buyers for 
export, manufacturers’ export agent or export merchant. Or, direct exporting, 
utilizing built-in export department or separate export department.) 

Answer. Our company has exported leaf springs for 30 years. Being so close 
to shipping lanes the Pacific Islands and Far East were our first customers. 
Central America and South American markets followed soon thereafter. We 
always maintained our own export department and employed agents in foreign 
countries to sell our products on a commission basis. 

Question 8. What classes of customers buy your products in your foreign 
markets? What methods of distribution are employed by you or your customers 
in those markets? 

Answer. Importers of automotive products sold by our agents distribute our 
products in foreign lands. 

Question 9. What problems did you encounter or are you encountering in 
your exporting activities. 

Answer. We are now encountering very serious problems in our exports: 

(a) We have priced ourselves out of all markets. Japan and Germany, and 
other European nations receive financial assistance from their respective gov- 
ernments, also credit insurance at very low costs. 
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Question 10. In your opinion, are any amendments or additions to present 
Federal law or national trade policy needed to permit American small business 
to participate to the fullest extent in export trade? 

Answer. American small business at present cannot participate in export 
trade to the fullest extent unless they can compete with prices and terms. 
Exportation on our lines will completely stop unless measures are taken at 
a 11. Do you have any specific suggestions or advice to offer smaller 
American manufacturers who wish to go into exporting? 

Answer. Our advice to small American manufacturers is to stay away from 
export. All efforts at present would be worthless on our lines. 

Senator Ener. Were you priced out? 

Mr. Prevost. We are priced out of the market. Our terms are no 
good, and it goes to all the testimony that these gentlemen have been 
talking about here today. 

Three cut of five people in the country make their living by the 
automotive line, and there is a great deal of employment in these 
lines. We also know that precision instrument lines—like this gen- 
tleman before me—there is no competition there. We also know our 
exports are high because we are selling machinery, industrial pro- 
grams in factories, but the average small businessman who used to 
have a good export market is not just doing any exporting. 

Senator Ener. You used to have 60 to 70 percent ? 

Mr. Prevost. Yes. 

Senator Ener. Now, it is down to 7 percent ? 

Mr. Prevost. Yes. It will be down to zero in another 5 years. 
Right now the registration of cars in these foreign markets which 
I have listed in my brochure—we are represented by only about 20 
percent of the market and there are about 80 percent of all other 
makes. So you can see, all this business is going to out competitors. 

Mr. Srutrs. Does General Motors ship parts over there? 

Mr. Prevost. They have established factories in these places. 

Mr. Strvuurs. Are they doing that now ? 

Mr. Prevost. Yes. 

Mr. Struts. So that you have competition not only from foreign 
firms but American firms? 

Mr. Prevost. They can use any of these countries to establish a 
factory. Take the rubber countries and so forth, naturally they auto- 
matically cut out the small manufacturer, the man who has that type 
of product to put on the market. In addition to that, labor costs are 
much higher here than they are in Japan or some other country. On 
top of this, naturally, we sell a lot iF ciiie steel to Japan, and they 
remanufacture the steel and it is put into products that are shipped 
to the United States. They do that below the price of what we can 
do it for. There has to be a lot of adjustments made in order to 
overcome such activity. 

Senator Ranpotpu. You are in disagreement with Mr. Schuman ? ” 

Mr. Prevosr. No, not in disagreement but he said labor costs were 
not high. If you have a technical product, it doesn’t make too much 
difference, but when you are dealing in a commodity such as auto- 
motive parts—it is just like a grocery store. Now, if you were to 
go outside you would find that about 30 percent of the cars are for- 
eign-make cars. 





— ge ee P. Schuman, Chairman, World Center Authority, San Francisco, Calif. 
e p. 355. 
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Senator Eneiz. They are bringing them in by the boatloads. I 
saw that in the Los Angeles Harbor. 

Mr. Prevost. That is right. They are replacing the American 
cars with these cars and they are replacing American labor. We used 
to keep an even employment all the year around by exports. Business 
would go up and down but we could offset that with our exports and 
keep our employees employed all year round. Now, when you have 
to dip in the market, you go down to the unemployment office im- 
mediately. The labor cost is too high and you can’t carry your 
men. ‘Those are some of the reasons why this came all about. 

I know that we have a lot of exports, don’t misunderstand me, but 
it is in the wrong direction. Also, our trade agreements with these 
nations—let’s see, take Manila—they can put in a factory for making 
springs. Immediately a directive will go out but these people will 
buy their springs from that plant. Here, we are buying foreign cars 
when our men are out of work. That trade agreement is not kept on 
both sides the way it should be kept. Even though they have a 
factory on springs, they should not prohibit the purchase of such 
springs from the foreign country. 

Some of these people would like to buy American made products, 
but they can’t because their government won't let them. When you 
have a factory in a country, that stops the importation of that par- 
ticular product. 

Senator Ranpoteu. Are you saying that you can be effective with 
a directive and never place a tariff into existence? 

Mr. Prevosr. I am saying that is the way a trade agreement should 
work. It should work the same way with the foreign country as it 
does with us. 

Senator Ranpoupnu. If a foreign country prohibits the importation 
of a certain product because they have a factory there, we should 
prevent the importation of foreign cars because we have factories 
here that are making cars? 

Mr Prevost. Well, you can readily see where the situation winds 
up. In fact, right now, only 20 percent of the cars in the Far East 
are American cars. Everything is being manufactured by the Ger- 
mans and the French and the English. 

Senator RanpoteyH. When was that, 10 years ago? 

Mr. Prevost. There weren’t any German or English or French cars. 

Senator Ranpoten. Thank you. That is all. 

Senator Eneir. Thank you very much for your statement. I wish 
we could suggest something to help you, because it is a very difficult 
problem. 

Mr. Purnam. Could I ask this question. I wonder why the witness 
cannot now manufacture spare parts for cars of foreign manufacture 
and sell them in this country. 

Mr. Prevost. We sell them in this country, but not on the export 
market. 

Mr. Purnam. Can’t you sell Volkswagen parts cheaper in San 
Francisco than you can get them in Germany ? 

Mr. Prevost. No, 40 percent differential. 

Mr. Ranpoten. What was that ? 

Mr. Prevost. Forty percent differential. 

I have some interesting letters here. I would like to give you just 
a paragraph of some of them. 
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In fact, the Japanese manufacturers right now are imitating Amer- 
ican brands, and Ford, as well as General Motors, is very alarmed 
about that. 

I have a letter here from an exporter in New York who has handled 
our products on a private brand, and he says: 


It is with great pleasure that we bring to your attention that a special drive 
undertaken by our president, Mr. Max Kornstein, has been crowned with success. 

As you may be aware, some Japanese manufacturers and exporters of auto 
parts had been using American type of brands to sell their products under the 
semblance of being made in the United States. Mr. Kornstein had hundreds 
of letters sent out to ministers, ambassadors, and organizations both in the 
United States and Japan to object to these practices. 

Now, the Ministry of International Trade and Industry of Japan has warned 
the manufacturers and exporters to stop such practices. 

We are pleased to quote below the letter from the Japanese consul of New 
York: 

“With reference to your letter of January 15, 1960, concerning automotive 
parts made in Japan with American-type brand, this office has been informed 
by the Ministry of International Trade and Industry, Japan, to the effect that 
the Ministry has sent a warning letter to the Itoh Automobile Co., exporters 
of automotive parts with American-type of brand, and sent a public warning 
notice to Japanese exporters and manufacturers of automotive parts, requesting 
them not to make and export parts with this type of brand because it might 
violate provisions of the International Convention for the Protection of Indus- 
trial Property and provisions of the Japanese law concerning prevention from 
unfair practices.” 

You see, they are going further. They are using very similar 
trade names to the most known products in the United States. For 
instance, our Laher, L-a-h-e-r, brand, Laher springs, is converted to 
Layer, L-a-y-e-r, in market circuits, you see. 

On the export market they are 30 percent to 40 percent cheaper. 

Mr. Putnam. Mr. Chairman 

Senator Ener. We are going to have to move on. I am sorry. 

Thank you very much for your testimony. 

Mr. Provost. Thank you. 

Senator Enerr. Mr. John J. Baer, export manager, Southwest 
Steel Rolling Mills, 9901 South Alameda Street, Los Angeles, Calif. 


STATEMENT OF JOHN J. BAER, EXPORT MANAGER, SOUTHWEST 
STEEL ROLLING MILLS, LOS ANGELES, CALIF. 





Mr. Barr. Mr. Chairman and honorable Senators, and ladies and 

entlemen, my name is John J. Baer. I am the export manager of 
Southwest Steel Rolling Mills. During the war I also worked on the 
staff of the Foreign Economic Administration of the United States, 
and Bolivia. 

We are a bar mill located in Los Angeles and produce concrete re- 
inforcing bars, merchant bars, and fence posts. We are a small busi- 
ness enterprise since we employ less than 500 people. 

As a result of our strenuous efforts over many years, we built up 
a sizable export market serviced through our own export department. 
However, with the advent of cutthroat oversea competition, under- 
selling U.S. bar mill products by up to 30 percent, we lost most of our 
foreign markets. Today our export sales are almost entirely limited 
to procurement under Development Loan Fund and Export-Import 
Bank loans which require purchases to be made from this country 
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only. We know that many other smal] manufacturers in the United 
States are in the same position. 

Earlier this year, our Government decided to stimulate exports by 
underwriting up to a certain extent political risks affecting collections 
for American export shipments through the Import-Export Bank. 
However, this measure did not strike at the root of theevil, The main 

roblem encountered in foreign markets is the tremendous price gap 

tween U.S. prices and those of other countries. This gap results 
mainly from the differential in labor costs, the use of the latest type of 
equipment furnished to foreign industries by our Government under 
the foreign aid programs, and tax rebates granted to foreign exporters 
by their respective governments. 

We in the United States have an antiquated tax structure, which 
penalizes investment in new equipment in the United States, through 
inadequate depreciation allowances, but which places a premium on 
export of capital through certain tax benefits. 

Big business in this country is seeking to overcome these handicaps 
by resorting to several devices which are not available to the average 
small manufacturing exporter. One of the most popular schemes 
consists in setting up foreign operations either by the U.S. manufac- 
turer alone or by joining forces with existing foreign manufacturers, 
The deleterious effects of this approach to our economy and to our 
international balance of payments have been drastically brought home 
to us in recent weeks. The December 12 issue of the west coast edi- 
tion of the Wall Street Journal reports on a release by the U.S. 
Department of Commerce as follows: 

U.S. industry faces tougher competition in the years ahead from American- 
owned producers abroad, the Commerce Department warned. Winding up a 
3-year study, the agency placed direct U.S. business investments overseas at the 
close of 1959 at $29.7 billion, up from $25.3 billion at the end of 1957, and only 
$11.8 billion in 1950. The Department counted more than 2,800 U.S. companies 
having direct investments in over 10,000 enterprises abroad that produced goods 
worth $35 billion last year. 

The exports of American jobs, the flight of domestic capital to for- 
eign countries, and—last, but not least—the withholding of badly 
needed U.S. tax funds from our Treasury by permitting deferment 
of income taxes derived from foreign operations of U.S. firms, these 
are the highlights of our present predicament. The small U.S. ex- 
porter is caught in the cobweb of big foreign combines sanctioned and 
subsidized by their respective governments and benefited by low 
wages and grants handed out by our Government to foreign enter- 
prises. 

Without some assistance by his own Government, the small Ameri- 
can exporting manufacturer will continue to be unable to meet his 
foreign competitors. Our Government has already recognized this 
problem in several fields where subsidies are being paid to exporters 
of U.S. goods and services. The exporters of cotton and the U.S.- 
flag steamship companies are leading example. 

Rirenal lading the implementation of the Buy-American policy b 
extending it to all U.S. Government agencies so as to give the U.S. 
taxpayers in the export business a chance to supply their own Gov- 
ernment’s oversea requirements has been long overdue. But even in 
this fields, certain departments of our Government are still out of 
step with today’s realities. Prominent among these agencies are the 
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Navy, the U.S. Corps of Engineers, and the General Services Admin- 
istration. This is exemplified by a recent invitation to bid called by 
the U.S. Corps of Engineers here in San Francisco involving about 
2,800 tons of reinforcing steel bars to be supplied for oversea ship- 
ment. The invitation specifically permits foreign steel to be included 
in these bids, as will be onion from the copy of the invitation 
which is annexed to this statement.” 

A recent call for bids for the construction of a 200-bed hospital 
at the Clark Airbase in the Philippines by the Navy permits the use 
of foreign supplies. My company, which had bid on about 800 tons 
of reinforcing steel for this project, was advised that the contractor 
will not be interested in American steel, but that he will purchase 
German reinforcing bars. 

Another barrier which we encounter and which our Government 
should seek to have removed, is the lack of reciprocity on the part of 
certain countries whose exports enjoy a free market in the United 
States, but whose governments deny identical privileges to our exports. 

A typical case in point is Mexico: For many years we exported sub- 
stantial tonnages of our steel bar products to Mexican buyers, particu- 
larly to accounts in the Free Zone of Baja California, who are prac- 
tically our next-door neighbors. Several years ago, the Mexican 
Government sealed the Mexican market to us by establishing a pro- 
hibitive import tariff and by requiring pest licenses for most steel 
products which, to our knowledge, are not obtainable. | sieal 

Even the so-called Free Zone of Baja California is now “off limits” 
to the importation of reinforcing steel bars. ‘Two years ago, as a re- 
sult of pressure exerted by a recently compieted steel mill at Mexicali, 
the Mexican Government slapped a prohibitive import duty of about 
70 percent on all reinforcing bar imports into the free zone, in addi- 
tion to requiring import licenses which, of course, are not granted. 

May we request this honorable committee to ask our State Depart- 
ment to urge the Mexican Government to eliminate these discrimina- 
tory practices ! 

Another area which is in bad need of adjustment to present realities 
is our tax structure. Let us pick out a specific tax situation related 
to sections 921 and 922 of our Internal Revenue Code. These sections 
which govern the operations of Western Hemisphere trade corpo- 
rations grant sizable tax benefits to U.S. concerns exporting to the 
Western Hemisphere, subject to certain requirements, such as the 
establishment of foreign subsidiaries, which are too costly for the 
average small exporter. As a result, the advantages afforded by these 
sections have turned out to be beneficial mainly to the large exporters. 
Furthermore, the act is restricted to the Americas. 

Let us remember that the small U.S. exporting manufacturer today 
forms the hard core of our export trade in general since his activities 
result in the employment of American labor and in the influx of funds 
into the United States and not in the outflow of capital. For the 
same reason, he is a potent factor in maintaining employment. It 
would seem that in order to give him a fighting chance, the following 
measures would be advisable: ; 

A deduction equal to that granted by the above Western Hemisphere 
Trade Corporations Act derived from exports to any part of the 





4 Retained in committee files. 
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world should be made available to all U.S. companies engaged in 
export. 

The technical rules requiring that these transactions take place in 
the Western Hemisphere only should be waived. Likewise, the re- 
quirement that the present 95 percent or any other minimum per- 
centage of gross income of such corporation be derived from export 
transactions should be abrogated. 

If the proposed measure were put into effect, it would encourage a 
large number of small U.S. companies to enter or to reenter the export 
markets, since tax benefits would tend to narrow and in many instances 
even close the gap between foreign and U.S. prices in oversea markets. 
Furthermore, these tax benefits would help many a small U.S. manu- 
facturer utilize presently idle excess capacity which, in turn, would 
lower his overall cost and place him in a better competitive position. 

The ultimate result to our Treasury would be twofold; and increase 
in tax revenue since taxes derived from expanded export volume would 
ultimately more than offset any tax losses resulting from a liberaliza- 
tion of the above tax benefits. This expansion of our overall export 
activities would contribute to the fight against our constantly growing 
unemployment and it would help reverse our present adverse interna- 
tional balance of payments. 

Senator Eneiz. Thank you. That is a very fine statement. 

Mr. Barr. Thank you, sir. 

Senator Enere. It is constructive throughout. 

Senator Randolph ? 

Senator Ranpoiru. I wish to compliment the witness. 

Mr. Baer. Thank you very much. 

Senator Ranpoten. And the recommendations certainly will be 
given careful consideration. 

Mr. Barr. Thank you very much. 

Senator Eneiz. Thank you very much for appearing, and we ap- 
preciate your coming up from Los Angeles. 

Mr. Christoffersen, you are here from Los Angeles? 

Mr. CurisTorrersen. Yes, from Turlock, Calif. 

Senator Enerr. Will you give your full name and business occupa- 
tion, and your address? 


STATEMENT OF E. S. CHRISTOFFERSEN, PRESIDENT, CHRISTOFFER- 
SEN POULTRY, EGG & FEED MARKET, TURLOCK, CALIF. 


Mr. Curistorrersen. Mr. Chairman, my name is E. S. Christoffer- 
sen of Turlock, Calif. There has been appointed a Committee on 
Trade Barriers and Government Action, under the International Trade 
Development Committee.* Mr. Joseph Parker is Chairman of the 
Committee. 

Mr. Srvuts. If I might break in there, Mr. Chairman, our chief 
counsel, Mr. Charles Brewton, attended a meeting in Hot Springs 
early this month, and has been working with other Members of the 
Senate in trying to help along this line, and to increase our imports 
under Public Law 480.” 


tla Composed of representatives of the Institute of American Poultry Industries and 
other leading national, regional and State poultry organizations. 
22 Public Law 480, 83d Cong., Agriculture Trade Development Act of 1954. 
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Is that correct ¢ 

Mr. CurisTorrersen. That is right. 

Senator Eneix. Was that meeting on December 2? 

Mr. CHRISTOFFERSEN. Yes. 

Senator Eneiz. Was that the meeting our chief counsel attended ? 

Mr. Sruurs. Charley Brewton was there along with Senator 
Fulbright. 

Mr. Curisrorrersen. Through the courtesy of U.S. Senator Clair 
Engle, I have been invited to present to this meeting my views and 
recommendations for the further expansion of small business by in- 
creasing its share of world trade. 

I have been interested in and had experience in turkey processing, 
having started in that business in the year 1923 and continued to the 
present time. Our business has grown to the extent that we are now 
processing approximately 84 million pounds of turkeys per year. 
During the past 4 years we have been exporting a considerable num- 
ber of turkeys. In the year 1959 we exported approximately 800,000 
pounds, and in the year 1960, 114 million pounds. We were in a posi- 
tion to have marketed 3 million more pounds of turkeys in the foreign 
countries this year if we could have reduced the cost to the buyer 
by 1 cent per pound. I will explain further and elucidate this matter 
later on. 

In connection with our turkey business I have made two trips to 
Europe, one in 1955 and the other in 1959, and my brother has made 
a trip to me this year for the purpose of promoting turkey sales 
in foreign markets. 

We are firmly convinced that our Government can be of tremen- 
dous aid in introducing U.S. products in many other foreign markets 
by its participation such as subsidizing under Public Law 480 pro- 
gram in the promotion of materials and by introducing our high 
quality products to groups of people in various foreign countries 
where they do not yet realize the fine products that the small business 
in the United States is able to furnish them. 

Let me at this juncture express the eepeacninen which I feel for 
the fine work that has been accomplished by the Government’s partici- 
pation in Germany under Public Law 480 program. Now, Germany 
is on the free dollar. During the first 9 months of the year 1960, 
poultry sales in Europe, excluding turkeys, has increased 125 per- 
cent over the entire sales for the year 1959, and turkey sales in foreign 
countries have increased 261 percent over those of the year 1959. 

The possibility of further extending the marketing of our poultry 
in European countries is tremendous. There are still many problems 
to be solved, but we are confident that by working together and co- 
operating, all these problems can be minimized. 

There are certain trade barriers to be broken down, but we are at 
work in trying to eliminate these. We hope this Senate Committee 
on Small Business can give us a lot of aid on that problem. The U.S. 
export of poultry, chickens and turkeys, can be increased by fabulous 
amounts with proper introduction and elimination of trade barriers, 
thereby helping to keep a balance of dollars in America. 

I am appointed on a committee, Trade Barriers and Government 
Action, which had its first meeting at Hot Springs, Ark., on Decem- 
ber 2, 1960. Senator Fulbright, who has proven himself to be a great 
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friend of our industry, was one of our chief speakers. We are con- 
fident that if every Member of Congress were familiar with the 
tremendous size of the poultry industry and the great. possibilities 
of marketing more and more poultry abroad, they “would be greatly 
interested in working on the problems of abolishing the trade bar- 
riers which are now interfering with our foreign trade. 

We recognize, however, the fact that it is impossible for anyone to 
render much aid or assistance in the solution of a problem if he does 
not have a working acquaintance with the problem. Therefore, let 
me express my appreciation for the opportunity which has been af- 
forded me of attending this meeting and expressing my views, which 
I trust will give you more light and information on the subject. 

What, you may ask, are these trade barriers of which I speak? 
For example, there are six countries who have a trade agreement 
amongst themselves such as a common market, with much more favor- 
able trade agreements than that of the United States. To illustrate, 
in marketing our poultry product we have to pay a tariff on all pro- 
duce s shipped to Germany of 15 percent plus 4 percent. This creates 
a considerable handicap in competing with produce shipped from 
other countries to Germany. 

Let me assure you that we are not blaming Congress for this situ- 
ation, but we rather feel that it may be our fault in not having prop- 
erly and fully informed Congress as to the great volume of our poten- 
tial trade with the European countries and the h: andicaps which we 
are suffering because of these high tariffs. 

The United States is in a position to supply to the foreign markets 
vast amounts of turkeys and other poultry beyond what we are sell- 
ing to them now if we could compete in those markets under as favor- 
able conditions as other countries, and as I have said, perhaps our 
industry has been lax in presenting its need and problems to our 
Congressmen. 

As you all know, the U.S. Government has purchased vast quanti- 
ties of grain which is now stored in bins in our country, and for 
which there is no ready market. If we can, with the help of our 
Government, increase the promotion of sales of our poultry to foreign 
countries, we can use large amounts of this grain for feeding chickens 
and turkeys, which can in turn be sold to these foreign mar kets, 

In other words, every pound of poultry that we can export will 
help to diminish the oversupply of grain which we have on hand and 
thereby lessen our problem of excessive grain. It is my understand- 
ing that all grain that goes to the foreign markets is subsidized by the 
Government. If this is the case, how much better it would be to sell 
this grain in America at regular market prices to be used to feed 

oultry which we in turn could sell in foreign markets. This would 
be one means of helping to keep our gold in the United States, and 
would lessen unemployment. 

I might say that the poultry industry is to a great extent in the 
hands of small business concerns, yet there are many of them export- 
ing their goods at the present time. We are confident that if the 
tariff which must be paid when shipped to foreign markets could be 
reduced, this would have an immeasurable effect on their buying. 

I sold 10 percent of all turkeys exported in 1960 to foreign mar- 
kets. The German people especially are fond of the U.S. product, 
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and many of them would buy exclusively American produce if it could 
be purchased at a price equal to that which they have to pay for 
poultry shipped into Germany from other countries. 

In closing, we firmly believe by the Government promoting poul- 
try under the Public Law 480 program, and working to remove trade 
barriers, the export volume we are now enjoying of poultry would 
be only a fraction of its potential. It is very gratifying to know 
the Senate Committee on Small Business is interested in assisting 
in these problems. 

May I again thank you for the privilege of speaking before you 
today. I consider it a high honor. 

I might state that 118,500,000 pounds of poultry were shipped in 
the first 9 months of this year. 

Senator Ranpoten. Mr. Chairman, may I ask a question at that 
point ? 

Senator Enere. Yes. 

Senator Ranpotrn. In West Virginia we have a considerable poul- 
try industry, but I am not familiar with any shipments abroad. 
Would you say we do ship? 

Mr. CHRISTOFFERSEN. Ves: there are quite a few exporters of poul- 
try now, whether your particular area is—I would say I am sure some- 
one is exporting out of there. I know that Arkansas is exporting 
a lot. 

Senator Ranpotru. I appreciate that. It is a field in which I 
frankly, didn’t realize we were in abroad. 

Mr. CurisTorrersen. Yes; it amounts to 115 million pounds— 
118 million, but it is still in its infancy. 

Now, Germany—we were under that Public Law 480 program, and 
increased the product, and it is just growing every year there, but 
there are so many other new markets that we should be exploring, 
and should cover, I think, under the Public Law 480 program—it 
would be very helpful—and then also working out trade agreements 
that would be favorable to America, and not discriminatory. 

Senator Eneir. You ran across certain barriers, I notice in your 
statement where they preclude American products. 

Where does that apply specifically to turkeys, as you found in your 
trip to Europe? 

Mr. Curistorrersen. The barriers—they will have a better agree- 
ment with other countries than the United States, a lesser amount of 
tariff, and that way it becomes a trade barrier. 

Senator Eneir. Did you experience the same trouble that Mr. 
Koch** had in finding out what the tax structure and business 
arrangements were? 

Mr. CurisTorrersen. No; I made personal trips, and I didn’t have 
the same problem. We don’t extend credit. We went to the fair 
and met the different people that I had written to prior, and we 
checked them, and that way I set up my agents over there. I have 
three agents in Germany, and one in Switzerland. 

Senator Eneie. Well, thank you very much for coming. We ap- 
preciate it. This has been very enlightening to me. I didn’t realize 








18 See Koch statement beginning p. 370. 
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you had such a business down there in Turlock, Calif. I will have to 
get out and see it. 

Mr. CurisTorrersen. Well, thank you very much for letting me 
present my statement. I feel that the poultry industry should be 
represented on this. 

Senator Eneie. I think it is very helpful. Thank you very much. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:50 p.m., the committee recessed until 2 p.m., 
the same day.) 

AFTERNOON SESSION 


Senator Enetze. The meeting will be in order. 

A quorum is present. 

Our first witness is Mr. Charles J. Kelly, vice president and director, 
Getz Bros. & Co., 640 Sacramento Street, San Francisco, Calif., who 
is appearing in behalf of Mr. Gabriel J. 'Ticoulat. 

We are delighted to have you here, Mr. Kelly. May we have your 
statement ? 


STATEMENT OF GABRIEL J. TICOULAT, CHAIRMAN, SAN FRANCISCO 
REGIONAL EXPORT EXPANSION COMMITTEE, AND PRESIDENT, 
CROWN ZELLERBACH CORP., SAN FRANCISCO, CALIF., PRESENTED 
BY CHARLES J. KELLY, VICE PRESIDENT AND DIRECTOR (RE- 
TIRED), GETZ BROS. & CO., SAN FRANCISCO, CALIF. 


(Mr. Kelly is representing Mr. Gabriel J. Ticoulat and will read 
Mr. Ticoulat’s meperee statement :) 

Mr. Ketry. “The San Francisco Regional Export Expansion 
Committee, while wholly in accord with the aims of the export expan- 
sion program and, after attempting to realize substantial enlarge- 
ment of this area’s exports, has come to the conclusion that in light of 
the present disadvantages confronting exporters, only marginal ad- 
vances can be achieved in attempting to entice currently nonpartici- 
pating manufacturers into the export trade or in trying to cajole those 
now in the export trade to expand their oversea trade. Rather, the 
San Francisco Regional Export Expansion Committee considers that 
if there’s to be an export expansion of true magnitude, the need for 
curing the basic, chronic, ills which hamper those currently in the ex- 
port trade must first be realized. If ei things are done it will 
result in increased exports by small business and big business. As to 
little business who, because of size and inexperience, are unable to 
directly promote their export trade, there are many competent combi- 
nation export managers or other ‘like oriented’ facilities that can 
readily find foreign outlets for their products and provide experi- 
enced advice. 

“In view of the above, the San Francisco Regional Export Expan- 
sion Committee feels that the following listed shortcomings should be 
corrected as the initial step toward achieving the primary goal of the 
export expansion programs; eliminating the large deficit in our over- 
all balance of payments. After all, only the Federal Government can 
do these things. 

“IT. Expand ‘Western Hemisphere trade corporations’ (as histori- 
cally defined in sec. 141, Internal Revenue Code of 1942 and currently 
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defined in secs. 921 and 922, Internal Revenue Code of 1954) tax ad- 
vantages to cover the rest of the free world. The incentives now 
proffered under the above-cited facilities would, if given free world- 
wide application, offer considerable inducement for reconsideration 
to manufacturers whose markets or potential markets do not lie in the 
Western Hemisphere and who can now see little financial advantage 
in are themselves in the complexities of expanded oversea 
trade. 

“II. Provide realistic medium term—1- to 10-year competitive in- 
stallments—financing facilities to U.S. exporters. 

“In many instances U.S. exporters find that, when they are able 
to offer competitive prices, they generally are unable to compete be- 
cause others are offering two and three times the length terms the U.S. 
exporter can offer. Clearly, our foreign competitors have govern- 
mental support. We can often sell our higher prices equipment and 
goods on value but we can seldom overcome both price and terms dis- 
advantages. 

“The Eximbank announced that it will provide short-term financ- 
ing. Experience shows that a three-pronged problem still exists. 
First, the U.S. exporter finds that it takes an inordinately long time 
in the processing of the application. Second, he finds that the Bank 
has extremely high credit rating standards and that this not infre- 
quently bars many would-be purchasers. Third, he finds that if the 
credit rating is sufficiently high, the commercial banks as agents of the 
Eximbank are seldom able to match the terms offered by other gov- 
ernments. In the meantime—for either one or all these counts—the 
competitor has the business. Thus, in the long run, the U.S. export 
is either forced to work for cash payments or to provide his own fi- 
nancing. 'The obvious need is for the Eximbank to drastically speed 
up its apparatus, relax its credit rating standards and become sensi- 
tive to the terms made possible by foreign governments by providing 
support to the commercial banks for clearing short- and medium- 
term commercial transactions. Provide competitive long-term financ- 
ing facilities to U.S.A. exporters of capital goods competitive to those 
offered by governments of other nations. Provide a means to finance 
furnishing of services by U.S. firms. 

“TIT. Require that our GATT negotiators and our Department of 
State representatives become more aggressive in demanding a speedup 
in the removing of no-longer-justified discriminatory tariffs, regu- 
lations, and controls. Heretofore, GATT tariff negotiations have 
usually worked out so that the value of concessions granted by the 
United States exceeded that of concessions gained. The dominant 
theme in such tariff bargaining was aid in the development of the 
economics of other trading nations in the free world. The immediate 
postwar dollar gap no longer exists in most countries; we should be 
permitted to compete and require that our competition be only on a 
most-favored-nation basis. 

“Another equally discriminatory point is the action taken on the 
part of the European Free Pied heneiatioons If the 20 percent tariff 
reductions were to be extended to the United States, we would then 
be in a position to compete on equal terms in that market. U.S. ex- 
porters do not ask for assistance in this respect, nor do they request 
any alteration in the treaty. However, an extension of the tariff 
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reduction to the United States is entirely consistent with the EFTA 
tariff plan and is essentia] if U.S. exporters are to be competitive. 
The same view attends the European Economic Community and its 
projected common external tariff and, as well, the creation of other 
regional trading blocs such as in the Central and South American free 
trade areas. 

“TV. Require that procurement under ICA financing will place 
primary emphasis on the financing of goods and services of U.S. 
origin paralleling the present requirements of 50 percent being carried 
in U.S. bottoms. 

“The system has, as was intended, unquestionably benefited the re- 
habilitation of the economies of their countries. So ample is the proof 
of the success of this program that many of these nations are now 
keen competitors and we, for a change, have a dollar deficit. By re- 
quiring that IAC purchases give emphasis to financing of goods and 
services of U.S. origin, this will materially assist in removing this 
deficit. The proviso would have to be made in the case of projects 
which had reached an advanced state of development, that due con- 
sideration would be given to purchases from alternate sources so as 
to avoid undue hardship. 

“In a like vein, the same applies to the expenditure of other U.S. 
funds by national and international agencies. U.S. industry is placed 
at a competitive disadvantage because of the expenditure of these 
funds by these agencies to build up industries intended to produce 
partly or wholly for export and resulting in further competition 
with U.S. production. 

“Tt is the view of the San Francisco Regional Export Expansion 
Committee that, in view of the present serious, balance-of-payments 
picture, the Government should thoroughly review the policies in- 
volved in administration of foreign aid, whether such aid be by grant 
or loan. This is not meant to imply abandonment of the aid program. 
Rather, the issue is with the administration of the program. 

“Tt is worth noting that paragraphs I, II, and IV were discussed 
in Washington this past June when the 10 regional consultants repre- 
senting the 33 regional export expansion committees met with repre- 
sentatives of the Department of Commerce. At that time, the regional 
consultants gave unanimous support to these items. Thus, in effect, 
they are not entirely new nor unfamiliar to the ears of the Depart- 
ment of Commerce—merely a hopefully stronger reiteration of our 
views. 

“In conclusion, the San Francisco Regional Export Expansion 
Committee feels that U.S. industry in general and the industries and 
exporters of northern California in particular are in wholehearted 
concurrence with the theme that expansion of exports is a prime 
means of restoring a balance of payments. The committee knows 
that U.S. industry is prepared to vigorously expand its exports. But 
to do so, the committee also realizes one salient factor: The U.S. ex- 
porter must have government’s assistance in achieving equal access 
to international markets.” 

(This concluded the prepared statement of Mr. Ticoulat as read by 
Mr. Kelly.) 

Mr. Ketuy. There are two points in this statement that have been 
discussed in Washington. I was there last week and we had a meet- 








mn 
d 
d 
18 
vs 
it 
t- 
ss 


n 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 387 


ing with the regional committee chairman in Washington, and those 
two points, I think, have a tremendous bearing on the opportunity 
of getting smal] business interested in expansion of export activities, 
because I think it is one chance we have of really closing this gap of 
payment. That opportunity is to create an incentive. No small busi- 
nessman in most cases has the capital foundation to go out and make 
a long-term investment. He has to have the incentives for it. One 
of the incentives that could be developed without any change in your 
thinking or any change in policy, would be merely the expansion of 
the preferential tax position now allowed for the Western Hemi- 
sphere exports to a free nation on a worldwide basis. 

Senator Enoir. Mr. Baer mentioned that in his testimony earlier. 

Mr. Kerry. From the point of practical application of this thing, 
this act was passed by the Congress as a means of creating a larger 
export movement, but they made this advantage available only 
through a relatively small nation. 

Now, if we are going to get the real advantage of this, why not have 
it applied to the big buying powers, the big per capita wealth nations 
of the world to whom we can sell and create an incentive for the small 
companies to go to market with their product. 

Senator Enatr. I would favor that but I suspect that we would 
have trouble with it. It would reduce the Federal income; would it 
not? 

Mr. Ketry. I don’t think so. I talked to the tax people in Wash- 
ington recently. One of the members of Senator Magnuson’s staff, 
in talking to some of the Treasury people, had the feeling that the 
increased volume that could be developed under this program would 
offset. any tax loss that the higher rate on the greater volume would 
be equivalent to, and there would be no loss to the Treasury in 
revenue. 

Senator Ener. That is very interesting, but has anyone come up 
with any figures as to how much we would have to increase the volume 
of such exports in order to hold on to the present amount of revenue ? 

Mr. Kerry. Well, it is now split between 52 and 38 or 14 points 
or 28 percent. What we are asking for in the export business is more 
than that. We are asking for the increase of $3 billion in export 
trade against our present demands, and if that could be accomplished 
immediately, we would have an offset in favor of the Treasury, it 
seems to me. 

Senator Enotr. I wish you would look into that, Mr. Stults. If 
it comes up to something worth while, we will put a bill in. 

Mr. Ketiy. The second point on which I have made two reports 
and submitted to Senator Magnuson and Senator Javits, is our need 
for being realistic. They have new regulations but they still fall 
short of what is needed to be competitive. I have a report here I 
would like to file with the committee* I was a member of the trade 
mission to the United Arab Republic earlier this year and we found 
any number of worthwhile pieces of business lost because we couldn’t 
meet the terms. 

Senator Enerr. What you are saying is that certain foreign na- 
tions have better credit arrangements than we do? 


14 Retained in committee files. 
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Mr. Ketiy. They have something realistic. We had an oppor- 
tunity, if you don’t mind some real facts, of reviewing a very big 
contract for tractors and earth-moving equipment. ‘This was on the 
Aswan development dam project and this man wanted to buy Ameri- 
can equipment but the only terms at that time in this country were 
cash. He got terms from two European countries paying install- 
ments on a 6-month basis for 10 years with 10 percent down. 

Now, the best we could do today under this improved program of 
import-export banks is 20 percent cash down and many buyers’ don’t 
have that 20 percent. In addition, the exporter or manufacturer 
must find an American bank who will take 10 percent of the risk with- 
out recourse. 

We are asking American manufacturers to sell higher-priced equip- 
ment and still operate under difficult terms, and you can’t do both. 

Senator Ene. That is correct. 

Mr. Srutts. We were able to offer prices, however, on the equip- 
ment for the Aswam Dam ? 

Mr. Ketxty. No. This was not for the dam. This was for the 
spillway taking the water around the foundation area. We were able 
to offer equipment that was 11 percent higher and the buyer was 
willing to pay the 11 percent because over a period of years, the 
engineers have realized that you get better service out of the American 
equipment. There are many advantages to American equipment and 
they are willing to pay this higher price, but they can’t possibly meet 
our terms. 

We recently had a case in India where we were required to get a 
20 percent downpayment. Our two European offices were able to 
quote the same equipment for 10 percent down. You know where 
the business went even on a parallel price. 

Now, the only change we see for any big surge in the export business 
is for many small companies to come into the picture. Most of the 
big companies are already in it. They can expand a little bit and 
they can go into a few more fields, but the real surge must come from 
many new small businesses. The small businessman can’t go in and 
compete with nations with exports from other nations who have gov- 
ernment financing behind them. 

The interesting part is in England where this has been in effect 
for some 20 years. The premium has been reduced year by year 
because they have approximately no losses. 

Senator omen. ou are talking about the same thing that Mr. 
Schuman * was talking about this morning, that is, export credit 
or financing ? 

Mr. Kauiuy. I am talking about the Government making it possi- 
ble for people, either the manufacturer or the exporter or the mer- 
chant or the export manager to finance long-term capital goods 
for worthwhile projects. This has to be done without asking the 
buyer for a large amount of cash. 

n Germany a manufacturer can come in with a worthwhile proj- 
ect. It has to be something worthwhile and it can’t be in the perish- 
able line. He can get 90 percent of that money in Germany. There 


16 See Mr. Schuman’s statement, beginning p. 355. 
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is no money put up because it is guaranteed by the Government to 
the bank. 

Mr. Sruurs. For capital goods? 

Mr. Keiuiy. For capital goods. 

Mr. Struts. Does that go over 50 years? 

Mr. Keuuy. Ten years. 

Mr. Srutts. Ten years? 

Mr. Keniy. If they have a Government guarantee. 

Mr. Stutts. No one would do that in this country. 

Mr. Ketry. No. 

Mr. Sruurs. It is unrealistic to think that they would do that 
for a foreign customer if they won’t do it for the people in this 
country. 

Mr. Keriy. Money is a commodity and they can use it here on 
the short-term basis with good interest in most cases and our interest 
is much higher. 

Mr. Srvutrs. It is a little different from Mr. Schuman’s statement. 
He was talking about a short-term loan where a foreign company 
could pay its bills to the exporting firm. 

Mr. Kelly is talking here about a long-term credit such as CM 
or DLF or CLF or somebody else. 

Mr. Keuiy. No, I am talking about a straight commercial trans- 
action. 

Here is a case of a contractor in Cairo who wanted $200,000 worth 
of tractors and he wanted to pay for them over 5 years, one pay- 
ment every 6 months. They could do this very easily with Germany 
or England and the buyer makes a guarantee through the govern- 
ment, and the foreign government accepts those guarantees and gives 
the man who sold the goods his money. 

Senator Enerp. Mr. Kelly, I have looked over your statement here 
and you are right to the point all the way through. You made the 
statement “require that our GATT negotiators and our Department 
of State representatives become more aggressive in demanding a 
speedup in a removing of no-longer-justified discriminatory 
tariffs,” et ceter: 

Mr. Ketty. Some of that is gone but not enough yet. We haven’t 
been tough enough in my opinion. 

Senator Encir. We better get tougher or we are going to lose this 
business. 

Thank you very much, Mr. Kelly, for your statement. I think 
you are right on the main point. I hope we can do something about 
it, and we appreciate your appearing here. 

The next witness is Mr. Howard E. Rumrey, international sales 
represent: itive, Soulé Steel Co., 1750 Army Street, San Francisco, 
Calif. 

Mr. Rumrey, we are glad to have you here and have your statement. 

You are in the steel business ? 

Mr. Rumrey. Yes. As far as exports are concerned, we are pri- 
aot exporters of steel buildings, and that is our primary com- 
modity. 
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STATEMENT OF HOWARD E. RUMREY, INTERNATIONAL SALES 
REPRESENTATIVE, SOULE STEEL CO., SAN FRANCISCO, CALIF. 


Mr. Rumrey. In accordance with your suggested outline, I would 
like to submit the following information for the public hearing on 
smal] business exports in the world market: 

1. Soulé Steel Co. presently manufactures prefabricated steel build- 
ings, metal lath nl steel studs, glass mosaics, metal windows, and 
reinforcing bars from our own mill. 

2. The company was founded 50 years ago by Mr. Edward L. Soulé, 
who is still an active member of the firm. 

3. Presently, our total gross sales is in the neighborhood of $25 
million per year. Our total number of employees is approximately 
1,300. 

4, In its infancy Soulé Steel Co. was primarily interested in the 
reinforced steel market and Mr. Soulé specialized in the engineering, 
detailing, and placement of reinforcing steel in the construction 
industry. Later, a steel window manufacturing firm was bought out 
and it was not until the end of World War II that any great amount 
of emphasis was placed upon prefabricated steel buildings. 

5. Since 1956 export sales have averaged 10 percent of the com- 
pany’s total gross sales. 

6. Presently, we are exporting in various amounts to 25 different 
countries. 

7. Soulé Steel Co. is always interested in export markets, and prior 
to World War I, Mr. Soulé personally had a large volume of sales for 
various types of steel products in China and the Far East, but this 
fell off to virtually nothing and it was not until several years after 
World War II that any emphasis was again placed on export sales. 
Soulé has always sold direct to oversea buyers or local agents. 

8. Prefabricated steel buildings account for almost our entire ex- 
port sales. These are sold for all practical purposes exclusively 
through local agents residing within the country. These agents re- 
quire that we give them an exclusive agency for all of our products 
coming into the area regardless of the customer or of his location. 
They require this because they know that even though the sale may 
be made to a U.S. company or a U.S. Government agency, they will 
oftentimes be called upon to service the account or perhaps even do 
some promotion with the local representative of the firm or agency 
prior to the sale. 

9. In order to qualify these agents it is usually necessary for some- 
one from our firm to visit them, to train them in the erection proce- 
dures, and to also point out the potential advantages of American 
buildings which are made in conformance with U.S. engineering 
practice. 

After considerable work by Soulé employees themselves with such 
agencies as ICA or the General Services Administration, we find that 
we are penalized from the fact that this commission with which we 
must protect our agents only increases our price to the extent that 
other manufacturers who have paid no attention to the market previ- 
ously, or care little or less about its future, are able to beat our prices 
oftentimes only by the amount of this commission. 

10. Problems such as this, particularly with prefabricated build- 
ing sales to U.S. Government agencies, could partially be overcome 
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if Government procurement practices gave greater flexibility to the 
local purchasing agents who often realize the distinct service per- 
formed by the local agent with regard to promotion and erection. 

11. In practically all areas where we market our buildings our 
prices are usually higher than would be the case of locally fabricated 
buildings. However, these locally manufactured buildings are made 
and assembled without any thought to good engineering practices and 
would not be acceptable in areas where good building codes exist. 
On the other hand, if a proper list of specifications is used, we have 
found that prices for our products are quite competitive, however, in 
conjunction with these specifications the bids must be analyzed by 
competent experts. 

12. In one country of Asia our local agent in the year 1959 sold 
close to $800,000 worth of buildings to commercial customers only 
because they were able to convince local customers that the higher 
prices to be paid for American-made products was a sound investment, 
yet, in this same country the American Embassy purchased some 
locally made buildings. To our knowledge, the procurement of these 
buildings was never advertised in any American publication, how- 
ever, due to alertness of our local agent we were able to submit a 

rice. The Embassy purchased locally made buildings at a price 
only slightly lower than a Soulé product. As a result the morale of 
our agent was upset because of the fact that if Americans are not 
willing to buy quality products and pay the price for them, how can 
they impress this fact on their own local customers? This year of 
1960 we will be fortunate if this same territory reaches sales of a 
total of $100,000, and we feel that the above circumstances contributed 
a great deal to this decline. 

13. In another country of Asia we sold directly to the government 
approximately one-half million dollars worth of buildings to be 
used as grain storage buildings, and in order to follow up on this 
sale, and future sales, the writer spent about 1 month in this par- 
ticular country. 

It became quite apparent that this country would require con- 
siderably more buildings because of their imports of American 
wheat, however, before acquiring any additional buildings the local 
government wanted to determine if it would be possible to procure 
these storage facilities with ICA money prior to spending any addi- 
tional moneys from their own budget. 

They were told by ICA officials that ICA would be willing to pur- 
chase additional buildings, however, there was no money in the budget 
for such procurement and it would not be until the next fiscal year 
that any appropriations would be made available which, in effect, 
meant no procurement until the later part of 1961. 

Such information as this is usually all that is necessary for coun- 
tries in this part of the world to lay aside necessary procurements 
and programs are slowed down, and it does not encourage these people 
to help themselves. It is felt that greater cooperation on the part of 
ICA officials with American firms and agents within the country 
would be in order to forestall such incidents. 

14, Also, while in this same country a program was initiated with 
the local government whereby they would use our buildings for 
schools throughout the country. They were told that ICA would 
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be interested in financing this program; however, upon following up 
with ICA they were very reluctant to specify any American prod- 
ucts because they felt to do so would be deterimental to the ICA pro- 
gram as they did not want the local government to think they were 
trying to attach any strings to their aid program by promoting 
American products. 

15. We have seen other cases where an agency, such as the U.S. 
Corps of Engineers, called for sealed bids for prefabricated buildings, 
but in one particular case there were only two bids submitted before 
the closing time. However, after these sealed bids were opened they 
negotiated a contract with a local building manufacturer. It was not 
a difficult thing for the local contractor to submit a price well below 
the bid prices because these were shown to him. These buildings 
have now been erected and upon personal inspection by the writer I 
feel certain that the buildings do not meet the original specifications. 

16. It has been our experience that the majority of customers in 
the oversea market spends considerably more time in studying cata- 
logs and brochures than is the normal case for domestic customers, 
This is partly due to the fact that there is not the amount of reading 
material available, such as newspapers and magazines as is usually the 
case in the United States. 

Therefore, greater emphasis should be placed upon developing 
catalogs and brochures which are intended for foreign buyers. Sales 
techniques or design criteria which appeal to domestic customers do 
not necessarily influence the foreign buyer who has entirely different 
corm and/or interpretation of a catalog than does the domestic 

uyer. Color in literature is also a very important additive to the 
foreign customer because his imagination and background is not 
usually as strong as that of the American buyer. 

17. We have found from experience that another good avenue for 
entering a foreign market is to take advantage of sales to other Amer- 
ican companies, or contractors, who have purchased your materials to 
be used in a foreign market on projects of their own. By getting 
trade lists through the Department of Commerce, one can get a very 
good idea as to who are the leading merchants for different items, and 
by pointing out to these merchants that your product is presently 
in use on such and such a project right in their own area it gives the 
potential agent an excellent opportunity to actually see the product 
in use, and he, in turn, can then visualize how it could fit into his sales 
program and market. 

Mr. Rumrey. I think in my statement I was trying to get across 
the importance of how Government procurement can help the Ameri- 
can manufacturer. I just returned from a trip around the world 
this month, or, rather, last month, and I was surprised to see the 
number of projects, particularly those using our products which were 
purchased by U.S. embassies, ICA, and so forth, from other than 
American sources. 

Of course, this statement that President Eisenhower put out about 
ICA, is going to be of some help. Of course, we have the embassies 
and the Corps of Engineers that are buying products overseas. I 
had one in Asia where they were purchasing a local building which 
was only slightly lower than our price. It had a great repercussion 
because our price was very similar and most businessmen are willing 
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to pay the higher price to get American merchandise, but when the 
people in that country saw the Americans buying quality less than 
ours, they started to do the same thing. 

Mr. Warts. May I interrupt for a question ? 

Senator Ener, Yes. 

Mr. Warts. Do you think the November directive of President 
Eisenhower will affect that situation or did that apply to ICA pro- 
curement only ? 

Mr. Rumrey. As I understand it, it was only for ICA procurement. 
We don’t have too much trouble with ICA procurement because 
usually they have a very good specification written up with them. 

Mr. Warts. The point to which you are referring is made in para- 
graph 12 of your statement, and that is the point that your own 
agent is demoralized so far as his own local sales are concerned, when 
an American Government agency buys a non-American product. 

Mr. Rumrey. Because if we aren’t willing to pay for this quality 
ourselves as Americans, how can we get this point across to our own 
customers ? 

Senator Eneir. That is a very good point. 

Mr. Rumrey. These are all concentrated in one central area, and 
these things get around very rapidly. 

The other point I have there is with regards to the lack of coop- 
eration between ICA and other Government purchasing agencies 
overseas, between the Americans or the agencies for American prod- 
ucts that are in the country. 

In one country over there, we had a program where they had al- 
ready purchased with their own local money half a million dollars 
worth of buildings for grain storage, and I followed this up with a 
personal visit, because I knew they would require more, and naturally 
they wanted to see whether ICA would finance these things. Someone 
in ICA said, “Yes, we would finance it, but we don’t have any money 
in this year’s budget.” That is all it takes for these countries to lay 
aside a good program. If this man at ICA would say, “Let’s see 
what has gone on in the past; have they bought this with their own 
money; is it possible for them to continue to do so,”—the whole trip 
is wasted for another year. 

Senator Eneie. Just wait and find out if ICA will buy it? 

Mr. Rumrey. That is all it takes, is something to get them to slow 
down. These people are doing a lot of these programs overseas to 
get them to justify the political programs in their own countries, and 
they will say, if ICA will furnish it a year from now, sometimes it 
satisfies the person. 

Senator Eneie. Mr. Stults, any questions ? 

Mr. Srvurs. It would seem that if the Soulé firm had been able 
to overcome the inherent cost we have heard about, according to the 
testimony, 10 percent of their volume has been going overseas, de- 
spite the fact that the labor costs in this country are higher, is that 
correct ? 

Mr. Rumrey. Yes; toa certain extent. 

Mr. Sruurs. And you say you do this because you have a better 
product ? 

Mr. Rumrey. Yes. 

Mr. Srutrs. And give service ? 
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Mr. Rumrey. Yes. 

Mr. Sruvts. Thank you, sir. 

Mr. Rumrey. One other point that I covered which is also very 
discouraging, I think, for an exporter, that in order to develop these 
sales, it is necessary to get a local agent. And naturally this local 
agent is going to want the protection of a commission, so we go into 
a ‘country or an area, work with the local governments, the local peo- 
ple, to start a program such as the se shools.. What happens then after 
everybody sees the merit of your product or the use of your product 
within your company and your agent continues to service this for 85 
percent commission? Then the thing goes out for worldwide bid or 
bid within the country, and there is absolutely no allowance made 
for the fact that this man has started the program; he is able to 
continue to service the program as it goes on. 

We are penalized by the amount of this commission, and it is dis- 
couraging to start programs, only to find that someone who has no 
interest in the country or the program itself, comes along with a low 
bid which hurts tremendously. 

Mr. Warts. That is one that you and I discussed before, and I be- 
lieve that we agreed that you could see nothing really the Government 
could do to solve that problem. 

Mr. Rumrey. Well, not with our problem. I mean, for example, 
we have an installation problem with our building. We are for serv- 
ice; in other words, if these projects were bought on a complete— 
say a turnkey—project, then that agent earns that commission and 
the person that has the experience in the country can earn his com- 
mission or percentage difference. Also, if there were more experience 
or more latitude given to the oversea buyer, that is, the ICA pur- 
chasing agent, or whoever he is, who can see these advantages of a 
local agent. If there were more latitude given toward him to make 
these purchases locally, that could be overcome, too, because he can 
see it, but it is hard to convey that thing back to W ashington. 

Senator Encie. W ell, I very much | appreciate your statement, Mr. 
Rumrey. I notice that Mr. Ticoulat founded the company 50 years 
ago and is still active. 

“Mr. Rumrey. That is right. 

Senator Eneie. Thank you very much for your statement. We 
appreciate it. 

Mr. Ralph E. Todd, export manager, Victor Equipment Co? 

(No response. ) 

Senator Enair. Is Mr. Todd here? 

(No response. ) 

Senator Enetx. Is Mr. Rae F. Watts here? 

(No response.) 

Senator Enete. Is Mr. W. A. Muriale here? 

(No response. ) 

Senator Eneie. Mr. Harry Bonn? 

Mr. Bonn. Yes. 

Senator Eneie. And Mr. A. E. Thorpe. 

Mr. Bonn is executive vice president of Jack Gomperts & Co., Inc., 
110 Market Street, San Francisco. 

Is Mr. Thorpe appearing with you? 
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Mr. Bonn. Yes, I think he was supposed to be here at 3:30, is 
that correct ? 

Mr. Warts. Yes. Some of the witnesses that were supposed to be 
ahead of you have been detained, apparently, so we are calling you 
early. 

Mr. Bonn. Here he is. 

Senator Eneie. Mr. Thorpe, we were just looking for you. 

Mr. THorrr. You are early. 

Senator Enetr. Yes, we are a little ahead of schedule here because 
some people didn’t show up. 

Mr. THorre. Good. 

Senator Eneie. Mr. Thorpe is secretary of the California Dried 
Fruit Export Association. 

You have your statement here with you, don’t you, Mr. Bonn? 

Mr. Bonn. Yes. Would you like me to go into the background of 
the firm, history, and I have a few points that I would like to present. 

Senator Enere. If it is relatively short, why don’t you go ahead 
with it. 

Mr. Bonn. All right. 


STATEMENT OF HARRY BONN, EXECUTIVE VICE PRESIDENT, JACK 
GOMPERTS & CO., INC., SAN FRANCISCO, CALIF. 


Mr. Bonn. The firm of Jack Gomperts & Co., Inc., was started in 
1935 by Jack Gomperts and incorporated in 1945. The firm was 
organized to engage in the export of dried fruits from the Pacific 
coast to Europe which is still today our principal market. Our gross 
turnover is between $8 and $10 million with an employment of about 
20 people. Our customers consist of importers, jobbers, and chain- 
stores in the \ various European markets. Canners, packers, and food 
processors of various sizes supply our goods, partly under packers’ 
brands but pr marily under ours. 

During the 25 years the firm has been in existence, our business has 
undergone ¢ great changes. Not only have the eating habits in Europe 
changed but the competition from other dried-fruit-producing coun- 
tries has sharply increased. In order to take better advantage of 
the opportunities in the European market, an office in London was 
opened in 1954. This proved to be a great success and, because of the 
fact that we are now closer to the various markets, we have managed 
not only to maintain our share of the business but the last few years 
actually increased our volume considerably. 

Due to the diminishing consumption of dried fruits and the in- 
creased competition from other countries, our firm has been forced 
to expand the number of commodities it handles. Today, canned 
fruits, vegetables, salmon, nuts, and honey accounts for about 50 per- 
cent of our volume. At present, steps are being taken to open up new 
markets in Africa and the Far East and we are constantly investigat- 
ing new and other food items to make up for the diminishing volume 
in dried fruits. 

Because our firm does not process but rather serves as a link be- 
tween the processor and the foreign buyer, our success depends upon 
the service we are able to render which further explains the necessity 
for constant up-to-date posting and exploration of new possibilities. 
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Jack Gomperts & Co., Inc., dealing entirely in food items today, is 
confronted with certain problems familiar to many American agri- 
cultural industries : 

1. Competition from countries with lower labor costs, such as South 
Africa, Iran, Turkey, Formosa, to name a few. These countries have 
all succeeded in the postwar period to increase the quality of their 
products to the point where they, in some instances, are as good as ours 
and in others even surpass the quality of American production. In 
addition, these countries also have the advantage of cheaper delivery 
cost because of lower ocean freight rates. 

2. Because of the proposed E uropean Common Market tariffs, the 
export of certain agricultural commodities from America is bound 
to suffer. The advantage to the producing countries within the Com- 
mon Market is obvious and it is our sincere hope that the U.S. Gov- 
ernment will continue to press for lower “outside” tariffs to prevent 
the American farmer, processor, and exporter from being at a further 
disadvantage. It should be pointed out that the United Kingdom 
gives similarly preferential duty treatment to members of the Com- 
monwealth. In the case of canned fruit, it amounts to 1214 percent, a 
sizable handicap now preventing many canned fruits from being ex- 
ported to the English market. 

3. Several European countries still maintain licensing systems. A 
case in point is Germany which, despite her flourishing economy, still 
requires the importers to apply for license on canned fruits and vege- 
tables from America. France prohibits the import of American 
canned fruits and vegetables, except on special license. The United 
Kingdom also limits the amount of dollars that can be used for U.S. 

canned fruits under a licensing system. 

4. One of the most serious problems facing the small U.S. exporter 
today is the stability of export freight rates. Small shippers in the 
export commerce of the United States require uniform and stable 
ocean freight rates in order for them to do business. Under open 
competition by steamship lines, it is abundantly clear that large 
shippers or combinations of shippers in the export. trade can 
obtain preferential rates. Rate wars are detrimental to the interests 
of small shippers because the object in every rate war is to obtain 
the freight of large shippers by offering special rates. The in- 
evitable result of rate wars is the gradual monopolization of the 
export trade in given commodities by the larger shippers who are in 
a position to negotiate special and favorable rates. 

Senator Enete. Now what are you talking about there, the anti- 
trust laws? 

Mr. Bonn. No, in paragraph 4 the shippers here operate under a 
conference system. 

Senator Ener. Yes, I know, but how do you encourage their 
operation ? 

Mr. Bonn. Well, right now the conference is under investigation, 
as I understand it, the whole conference system is under investigation. 

Senator Enotx. By the antitrust people? 

Mr. Bonn. Yes, and we are concerned if the ultimate result of 
any laws that might be passed might weaken the conference system. 
We have in the last couple of years had evidence of that, where non- 
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conference operators have been in this area and lifted cargo at a 
lower rate than the conference rate. 

Mr. Srutts. It is interesting here, Senator Engle, that in our com- 
mittee hearings in New Orleans ** several of the would-be exporters 
said that the high ship rates was a reason that they could not compete 
well in the foreign market, and pointed to the fact that conferences 
are often sabotaged, let us say, by the refusal of foreign ship lines 
to join them. 

Mr. Lykes of Lykes Shipping Co. told us that several Japanese 
lines, for example, did refuse to join conferences, and that in our 
efforts to compete in South American markets the shipping differen- 
tial, the shipping rate differential, was one big reason why Japanese 
companies were selling so many goods in Latin America. Our ship 
pers being forced to ship on conference bottoms were being doubly 
hit. 

Now you would agree that, if a conference isn’t pretty much all 
inclusive, it would hurt the exporter very badly, wouldn’t it? 

Mr. Bonn. It is true, of course, that any conference would have to 
maintain a rate that will be competitive with rates from other coun- 
tries, and in the past various industries have met the conference to 
discuss the rate structure, and our experience in the past has been 
rather good. We don’t always get what we would like to have, but 
at least everybody is being charged the same rate. In other words, 
we as a large and small exporter will not get a different rate than 
the large exporter will get. 

Now to name an example of what I have in mind, there have been, 
these last couple of years, several ships added here from Germany. 
They will bring Volkswagens into the west coast and, rather than 
going back empty, they will pick up cargo at a considerably lower 
rate than we normally are being charged. 

Now, as a small exporter, we naturally have to be a member of the 
conference because we ship to so many different ports covering that 
conference. Therefore, we are dependent on the conference. We 
couldn’t be in business without the conference, and if the conference 
cannot maintain a stable rate we would be very definitely at a dis- 
advantage, we and many other firms like ourselves. 

Mr. Srutts. Suppose that German boat didn’t pick up cargo here 
and went down to a port in Mexico and picked up canned fruits, 
honey, and that sort of thing, and took them over to Europe at a 
rate of 10 percent or more lower than your shipping rate ? 

Mr. Bonn. In other words, they come in here, and they lift maybe 
two or three thousand tons, and they stay 2 or 3 days in port, and it 
is far cheaper for them to lift cargo like this compared to the con- 
ference, that lie around for a whole week to pick up some small ship- 
ments from small shippers. 

Senator Eneie. That is a very interesting point. I notice you 
also complain about the quality. I have had some farm producers 
in California complain about the foreign imports on certain of these 
agricultural goods, and they asked me to try to insist that foreign 
importers be required to meet the same standards as American pro- 
duction. I was surprised at your statement that the quality of their 
products has increased to the point where they, in some instances, 


16 New Orleans hearing, beginning p. 183. 
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are as good as ours, and in some instances even surpass the quality 
of American production. 

Could you give us an illustration of that ? 

Mr. Bonn. Yes, I can. A country like Australia or South Africa 
that competes directly with California canned fruit today could use 
a product that is very bad. 

During this past summer I made a trip to Europe and England. 
That is the primary customer of this country. Today I find that in 
a country like England, if the importer can buy enough in these 
countries, he prefers in many instances to buy from South Africa 
or from Australia. 

I had a case where one importer in England wanted to buy some 
peaches from us, but the condition was that I had to meet the stand- 
ards of his normal supply from South Africa. 

Senator Eneie. What kind of standard did they have? 

Mr. Bonn. Well, this was his standard. In other words, that was 
the type of fruit that he bought, that quality which he could get from 
South Africa. 

Now, to my knowledge they don’t have the same standards as we 
have, but they have learned how to produce a good product. I don’t 
think they have anything like USDA inspection service, or ar:ything 
like that, but anyhow we try to. We got the order from them under 
these conditions, and we tried to match it, and we could not. Now, 
we cannot, because our peaches here are handled in mass production; 
this was a special cut. He wanted a special cut, a special size, and 
it was a rather sizable order involved, 10,000 cases or more, and in 
discussing it with one of the canners I was told that it didn’t pay for 
that canner to stop the machine and make that special cut, because 
that was only 2 hours run. 

Now, in a country like south Africa, where they have cheap labor, 
probably a good part of that work is done by hand. 

Senator Eneix. Sure, they pick out all the big apricots, I guess, 
and put them in one batch can, 1s that it? 

Mr. Bonn. No, while we would have 1 woman on the belt, they 
would have 15 on the belt, something like that, and a good part of it 
probably would be packed by hand where ours are packed by 
machine. 

Senator Eneiz. Well, that is very interesting. 

Mr. Bonn. Since you bring it up, I honestly don’t think anybody 
can do anything about it. 

Senator Encre. You talked about the import of figs, for instance. 

Mr. Bonn. Yes. 

Senator Eneie. Our people said, we will make them meet the same 
sanitary standards we have to. 

Mr. Bonn. Yes. 

Senator Eneie. So I am surprised to learn that. 

Mr. Bonn. Well, you are talking about cleanliness, though. I am 
not talking about cleanliness. I am talking about the quality of the 
fruit. 

Senator Eneire. Maybe cleanliness isn’t the first requisite. 

Mr. Bonn. No, it is not. 

Senator Enexz. But on figs or dried prunes or raisins, you might 
get mixed up, you know. 
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Mr. Bonn. We believe that the best protection for the small ship- 
per is a strong steamship conference system. As you know, a steam- 
ship conference is an association of steamship lines formed pursuant 
to agreements subject to the approval of the member lines to charge 
uniform rates. By means of rate contracts with all shippers, big and 
small, the conferences guarantee fixed, uniform rate levels in con- 
sideration of the exclusive patronage of the signatory shippers. The 
existence of such contracts between shippers and the conference 
steamship line minimizes the risk that cut-rate steamship operators 
will enter the trade and extend favorable or special rates to large 
shippers, whereby small shippers are placed at a competitive disad- 
vantage and ultimately all shippers are hurt because of the destruc- 
tion of the rate stability which inevitably follows such rate-cutting 
competition. 

A strong conference guarantees equal treatment in rates toward 
large or small shippers and provides the necessary stability of rates 
under which all shippers, both large and small, can efficiently and 
profitably operate without unfair advantage of either group. We 
therefore urge that one concrete form of support to the small ship- 
per is support of a strong steamship conference system. This means 
that our laws must recognize the necessity for conferences to protect 
themselves against shipper patronage of nonconference operators. 

Senator Eneie. Well, I appreciate your testimony. 

Mr. Warts. Senator, I think we might hear Mr. Thorpe now. 

Senator Engi. Would you like to wait, and maybe Mr. Thorpe 
can testify, and then maybe we will have a question ? 

Mr. Bonn. All right. 

Senator Enexe. If you will wait right here, Mr. Bonn. 

Mr. Thorpe is the secretary of the California Dried Fruit Export 
Association, 478 West San Carlos Street, San Jose, Calif. My people 
in the valley used to deal with you in raising prunes. 

Mr. Tuorre. We also used to talk about figs, Senator. 

Senator Eneie. We are glad to have you. 


STATEMENT OF A. E, THORPE, SECRETARY, CALIFORNIA DRIED 
FRUIT EXPORT ASSOCIATION, SAN JOSE, CALIF. 


Mr. Tuorrr. Mr. chairman and members of the committee, my 
name is A. E. Thorpe. I am secretary of the California Dried Fruit 
Export Association, an export trade association dealing strictly with 
matters pertaining to the export of California dried fruits. The 
majority of our members, we believe, would be listed in the category 
of small business, and for that reason we requested this appearance 
today in order to present to the committee an impending problem of 
considerable concern to all members. 

This problem is brought out by certain members of the European 
Community, who through the Common Market effort are proposing 
prohibitive tariffs on one of our most important export commodities, 
California dried prunes. 

There are some 81,752 bearing acres of California dried prunes 
producing a 10-year average of 152,000 tons annually. This average 
1s the lowest since the early twenties, brought about by a series of 
below-normal crops. However, the new plantings throughout the 











400 SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


State and particularly in the northern and central valleys are ex- 
pected to bring U.S. prune production back to approximately 200,000 
tons annually, possibly within 5 years. 

Senator Ener. They are putting in more prune orchards up there, 
are they ¢ 

Mr. Tuorrr. Right, and they are good ones, too. 

Nowhere in the world can dried prunes be produced in commercial 
volume that can compare with appearance and quality of California 
prunes. This, gentlemen, is not an idle statement, but is a well estab- 
lished fact among fruit experts in all world markets. 

We in the dried fruit industry have traditionally supported the 
philosophy of free trade and have consistently been strong exponents 
of reciprocal trade agreements. It is therefore our view that tariff 
restrictions on dried prunes as those being proposed by certain mem- 
bers of the European Common Market are contrary to the whole con- 
cept of doing business on a worldwide scale. ‘This type of proposal 
is not only offensive, but an affront to the United States which has 
historically been, and is now, an increasingly good customer for the 
products produced by countries of the European Economic Commu- 
nity. 

ur greatest concern, gentlemen, is that if members of the Euro- 
»ean Common Market impose restrictive tariffs on dried fruits as has 
anes indicated by their proposals, it will mean the loss of markets 
which have historically been one of the major outlets for California 
dried fruits and particularly dried prunes. For instance, much of 
the production today was stimulated by the demand in export outlets, 
and unless we can maintain sales in foreign markets of at least 35 
percent to 40 percent the results will be disastrous to U.S. producers 
of these farm products. We are fearful that any trend which may be 
set off by imposition of trade barriers by the E.C.M. countries may 
tend to spread throughout the world, and will undo much of the prog- 
ress made during the last 25 years toward free and unrestricted 
trading. 

Specifically, the tariff being proposed by certain members of the 
European Communit amounts to 18 percent on prunes. This is 
not only prohibitive but unreasonable, and as a matter of fact dis- 
criminatory, in that it does not agree with the formula set up by 
the European Community for tariffs on commodities imported from 
countries outside the six nations involved. This formula is based on 
the arithmetical average of current tariffs in each of the countries 
and now in effect, which are as follows: 


Percent 
Ant IT ha tahiti etaciainsnien sated nctheechhes Gadeahibh nibs ere bce mcs Mhdobehteemtels 8 
eal ial ee nia ania aera aonuncanepecnnmine 22 
a cerns man cng tabaci hon mn mint innin is dialed ae 8 
I al ae eine meee panna maenaael 15 
ID tite hs nliechdirebinhahi ccc nearing iiienide oes ed chsendintiventviceed inth iiacetwebes 8 
Ro a in - Sekhk d eee i hh eh i be 12 


Senator Enetz. Now, is that the average of their present tariffs? 

Mr. Torre. Of the present tariffs, and that is presumed to be 
the basis of any tariff for the six countries in negotiating with out- 
side countries. 


17 European Common Market. 
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Senator ENG. So what they did, they just boosted it to 18? 

Mr. THorre. Yes. 

Senator EnGie. Or, say, they are going to? 

Mr. Tuorrr. They are trying to do that. 

Senator Ener. Incidentally, does France produce a good deal 
of prunes? 

Mr. Tuorrr. I mention that in the next paragraph, Senator. 

Senator Eneie. Go right ahead. 

Mr. THorre. It can be seen from this that the arithmetical aver- 
age formula is being completely ignored and that an arbitrary tariff 
of 18 percent is being proposed, presumably by France, for the simple 
purpose of prohibiting the importation of dried prunes from the 
United States, which in turn will give France and Italy a monopoly 
on prune sales in the Common Market. 

Italy produces an average of less than 1,000 tons of dried prunes 
annually. France produces less than 10,000 tons annually, and neither 
country now or in the foreseeable future can possibly fulfill the de- 
mands in the six member nations of the Common Market. 

It is a fact that both Italy and France now import prunes from 
the United States to fulfill their own requirements, and it is a further 
fact that Germany alone in recent years has imported as much as 
10,250 tons of California prunes in a single year, in addition to stocks 
obtained from other sources. We believe the total potential sales for 
California prunes in E.C.M. countries will exceed 30,000 tons 
annually. 

Therefore, if the proposed tariff of 18 percent on dried prunes is 
permitted to be established, it can have only one effect—that of 
seriously impairing, or even destroying, many of our traditional and 
extremely important export outlets for our product. 

This can have a very serious effect on business now being transacted 
by members of the California Dried Fruit Export Association. 
Prunes are one of the most important commodities handled by mem- 
bers of our association; in fact, 95 percent of the entire export dried 
fruit business is done by them. If the tariff of 18 percent is per- 
mitted to be established by members of the E.C.M., it will foreclose 
a large part of their export business, Such an unreasonable tariff 
will impose a burden on the commodity that will for all practical 
purposes make it impossible to export California dried prunes to 
any of the six member nations involved in the E.C.M. 

Senator Eneie. Mr. Thorpe, what it boils down to is, they will 
just quit eating prunes? 

Mr. Tuorrs. Exactly. 

Senator Enctx. Because California production alone would be 
around 200,000 tons, so they will just quit eating prunes. 

Mr. Tuorrr. That is right, and they will start eating something 
else. You know, they are not indispensable. They are a good product, 
but they are not a necessity of life, you might say. Some people 
think they are. 

There are many other consequences of such action as, for instance, 
the effect it will have on producers, transportation companies (includ- 
ing rail, truck and steamers), and supplies. But most important is the 
effect it will have on the people of the Common Market themselves, 

63067—61——27 
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who will be deprived of a wholesome, healthful fruit food at rea- 
sonable prices. 

However, we realize that this is not of prime concern to this com- 
mittee. We further know that tariff matters are a responsibility of 
the Tariff Commission and the Committee for Reciprocity Informa- 
tion, and in turn negotiators of the General Agreements for Tariffs 
and Trade sessions now in progress. We have ‘made re presentations 
to these agencies, both in writing and at hearings, and we have full 
confidence in the fact that our negotiators will do their best to have 
the proposed tariff modified. 

Notwithstanding this, however, this particular issue is a grave 
problem to members of our association. For that reason, we requested 
an opportunity to appear before you today. If there is any possible 
assistance this committee can give us on this matter, it would be sin- 
cerely appreciated by all of us. 

We thank the committee for allowing us the opportunity of present- 
ing our views to you today. And T am particularly happy to see 
Senator Engle as chairman of this committee, because he has an in- 
terest in prunes, I think, beyond what the normal Senator would 
have. 

Senator Eneie. Well, I acquired that through representing that 
district for nearly 16 years. Now, I have 215 agricultural commodi- 
ties, including turkeys and all poultries, and that industry was repre- 
sented here today. Mr. McCleavenger, who represents the canned 
fruits producers—and I know you deal with him, Mr. Bonn—has 
been talking to me about the things you mentioned, the tariffs and 
license situation you get into in Europe. We are trying to break 
down, through constant pressure, not only on our canned fr uit, but 
our dried fruit, and we did make a little progress, I thought, in the 
last year or so. 

Mr. Torre. Excuse me, you made excellent progress, as you will 
remember, for dried fruits, particularly on prunes, in the United 
Kingdom. Y ou had an active part in that, if you will recall. 

Senator Eneie. Yes; but it discourages me now to think that this 
Common Market is apparently getting ready to put the squeeze on 
America again. I suspect, however, that in view of our problems there 
would be a readjustment of ideas on some of these subjects, and we 
may get a little better treatment from our foreign friends than we 
have in the past. I hope so, anyway, and I think it is important to 
try to protect the people of this country in this export. business. 

As I said earlier here, this Small Business Committee deals only 
with one side of this problem, however, but the Committee on In- 
terstate and Foreign Commerce is also w orking on the broader aspects 
of it, which include all business, whether it is ; big, small, or medium, 
and all types of business, whether they are farmers and canners, and 
whatever they are. I happen to be on both committees and, of course, 
that intensifies my interest in this whole problem, which I think is one 
of the most difficult the American economy is going to face in the 
next few years. As a member of the House, I represented a mountain 
district for a long time, as you know, where the only water they had 
was Lake Tahoe. That is a very nice 1: ake, but it wasn’t one of those 
great ports which are of service to your industry and to the country— 
a port such as San Francisco which I now represent in the Senate. 
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If we keep those industries prosperous and growing, we don’t have 
to worry about the port, because they will serve those industries and 
serve the industries that come to the port, and it just occurred to me 
that in the next 2 or 3 years we must face that very difficult problem. 

We had a gentleman in here on steel, and one on automobile parts, 
and so on, where they are all in trouble. That is why these commit- 
tees in Congress, especially these two committees, are intensely con- 
cerned with this problem and are trying to find some answers. 

Do you have any questions, Mr. Stults¢ 

Mr. Srutts. No questions. 

Senator Eneir. Do you have any, Mr. Watts? 

Mr. Warts. I notice on your letterhead, Mr. Thorpe, that your asso- 
ciation is organized under the Webb-Pomerene Export Trade Act. 

Mr. Tuorrr. Right. 

Mr. Warts. Has that been a satisfactory device for you and for your 
members / 

Mr. Tuorre. I would say very much so, but let me say this, we have 
never taken advantage of what the Webb-Pomerene Export Act has 

rovided. For instance, we have not allocated markets or fixed prices 
in certain markets, or any of the things that the Webb-Pomerene Ex- 
port Act literally will permit you to do. It is useful to us in that we 
can do a lot of things in this little export association that we can’t do 
in the domestic association, of which I am also associated, because of 
the antitrust laws. 

Mr. Warts. Yes. 

Mr. THorre. For instance, just the other day we passed a rule in the 
export association that nobody would issue a guarantee, guaranteeing 
for instance, the use of certain sulfur dioxide content, that sort of 
thing we want to avoid in the domestic association. 

Mr. Srurts. You keep two sets of books, then ? 

Mr. THorre. Boy, you are telling me. The Federal Trade Commis- 
sion sees to that. 

Mr. Warts. Are you able to do any pooling through your associa- 
tion—do you ever think of taking advantage of lowering nonconfer- 
ence freight rates through pooling of shipments? That was the sort 
of problem Mr. Bonn was talking about. 

Mr. Tuorre. It is impractical. Yes, we have thought about it, but 
only as a dream, and immediately quit thinking of it, but I will tell 
you what we have to have. The important thing is, as far as dried 
fruits and canned goods are concerned, are stabilized rates, too, but 
also the service that we get, and you just can’t get service out of non- 
conference ships because they are in today and out tomorrow, and 
they have no schedules, and they are very undependable. So I would 
say, Mr. Watts, that the important thing is the service and, of course, 
stabilized rates. If we didn’t have stabilized rates, for instance, every 
time we made a sale, we would have to shop around for a rate. Here 
it is a fixed rate, and we know what it is, and the conference has been 
very fair with us. 

Senator Ener. At least you can know what you can bid, because 
you know what it is going to cost you to ship ? 

Mr. Tuorrr. Exactly, and everybody has the same price. 

Senator Eneie. We appreciate your appearance here, Mr. Thorpe. 

Mr. Tuorrr. Thank you. 
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Senator Eneie. And thank you, Mr. Bonn. 

Mr. Bonn. Thank you. 

Senator Eneie. Now, has Mr. Todd appeared ? 

Mr. Topp. Yes, sir. 

Senator Eneie. Mr. Ralph E. Todd, export manager, Victor Equip- 
ment Co., 844 Folsom Street, San Francisco. 

We got a little ahead of our schedule, Mr. Todd. 

Mr. Topp. That isall right. Lappreciate it. 

Senator Encue. I observe your statement is fairly short. You may 
proceed with it without interruption. 

Mr. Topp. Thank you. 


STATEMENT OF RALPH E. TODD, EXPORT MANAGER, VICTOR 
EQUIPMENT C0., SAN FRANCISCO, CALIF. 


Mr. Topp. It gives me great pleasure to appear before you repre- 
senting my employer, the Victor Equipment Co., 844 Folsom Street, 
San Francisco, Calif. I am Ralph E. Todd, export manager of this 
corporation. 

Our main line of manufacture, and incidentally, mail line of export, 
is oxyacetylene welding and cutting equipment, and gas control equip- 
ment, together with such related items as hardfacing electrodes and 
materials, and hardfacing automatic welding equipment primarily for 
the repair of tractor parts. In California, we also manufacture and 
sell compressed gases. However, these are not for the export field. 
Our manufacturing of the oxyacteylene apparatus is all done at our 
San Francisco address. 

Our company has been in existence since about 1910 at the present 
address. It was founded by Mr. L. W. Stettner, who is the present 
president and chairman of the board of directors. It is now incor- 
porated, its stock selling on the Pacific Stock Exchange in San Fran- 
cisco. Our net sales have grown from about $4.5 million in 1950 to 
about $12 million in 1959. During that time, our number of em- 
ployees has increased from about 250 to somewhat over 550. We 
carry a small business certificate which indicates that we are not pre- 
dominate in our field. 

Our manufactured item has not changed during the years, inas- 
much as we are still manufacturing the same type of equipment as 
originally produced. Needless to say, we have improved its design 
and functioning with many new items added. Our most recent ac- 
quisition of plants producing hardfacing materials, compressed gas 
of various types, and automatic hardfacing equipment, has served 
to broaden our line considerably. These items are sold to all types of 
customers, including many branches and seer of the U.S. Fed- 
eral Government. These customers include almost any concern in- 
terested in metal fabrication, or repairs of metal items. 

Our export operations date back to many years before the Second 
World War. Since that war, and especially since the Korea conflict, 
we have increased our export operations by selling to many countries 
heretofore untouched. Presently, we sell, or have sold to a large 
share of the individual countries of the world. Canada, several South 
American countries, several in Africa, and both the Near East and 
Far East have been countries where we have enjoyed an export busi- 
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ness. We have a branch factory in Mexico for sales in that country. 
Since the war, we have not had an opportunity of selling any suffi- 
cient quantity to Europe, due to many restrictions which seemed to 
obstruct such operations. 

Our total export volume is approximately 5 percent of our annual 
sales. 

Primarily, our export business is carried on through export dis- 
tributors. By this I mean, companies interested in the oxyacetylene 
business, who also wish to handle our apparatus for sale to their cus- 
tomers. In some instances, we do use exporters and importers. How- 
ever, we find in most cases those who are directly interested in our 
industry have a better understanding and ability to sell our equip- 
ment than do others. Also, the customer in the foreign market nor- 
mally would look to this type of distributor rather than an import 
house as the logical person from whom to buy. 

I might mention that the prime reason for the acceptability of our 
equipment in the foreign market is that we have always upheld our 
ideal of high quality and workmanship. We have attempted to carry 
out sincere business policies and accordingly have developed a high 
standard of business with our clientele. 

One of our problems, and one which the Federal Government has 
assisted us at some times in the past, although I am afraid we have 
not called upon them as often as we might for this assistance, has to 
do with the locating of the type of distributors we desire. From time 
to time we receive inquiries from prospective distributors, who have 
been recommended to us by various consular agents. No doubt this 
has come about from listings available to these agents through Fed- 
eral information. A knowledge of how we could more readily avail 
ourselves of the assistance in a particular country would certainly 
be helpful to us. I have been informed recently that such informa- 
tion is available. Therefore, I believe it is a matter of communica- 
tion between the Government and the small businesses in the export 
field, so this information would get to the proper parties. 

Senator Eneir. We had Mr. Richards in this morning from the 
Office of Small Business of ICA, Washington, D.C. He has posted 
a publication which he thought would be of interest to business peo- 
ple. You might check up on that. It might relate to this very par- 
ticular point. 

Mr. Topp. Thank you very much, Senator. 

Another problem which we face has to do with competition. This 
involves not only competition from manufacturers in the United 
States, but from manufacturers in foreign fields. Just how the Fed- 
eral Government can help in this, seems somewhat of a question, al- 
though it is felt that possibly the increased buying of American 
press by countries helped by the United States can be stressed 

y the Government. It has been noted that certain countries such as 

reat Britain certainly stress their own manufacturing concerns when 
they are discussing problems with countries in their oversea markets. 
An increase in quotas for import of our type of goods in some coun- 
tries and reduction of tariffs would also help. 

A third item has to do with trademark protection and patent or 
design protection. Here, I believe, the Federal Government. could 
materially assist us, and may possibly have the mechanics to do so at 
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the present time, although personally I am not at all informed on 
this matter. This would have to do with certain problems wherein 
we are required to arrange with concerns in some foreign countries 
for the sale of our equipment, and they, after selling it for a period 
of time, manufacture equipment similar in design and characteris- 
tics to our own, and in some instances use our own trademark. Pro- 
tection of this nature would make us more willing to contact foreign 
areas. An increased knowledge of licensing requirements and pro- 
tection in some countries might also be helpful. 

Senator Enere. Would you stop right there while I inquire of Mr. 
Stults—have we had any previous experience with that problem? I 
noted this morning, when Mr. Prevost was here, he was with Laher 
Spring & Electric Car Co., and the Japanese had made something 
called Layer, L-a-y-e-r. 

Mr. Srutts. Yes, sir. 

Senator Enexe. Is there any way of preventing that kind of 
thievery ? 

Mr. Srutrs. During our import hearings Mr. Putnam and Mr. 
Watts looked it up. 

What was it ? 

Mr. Putnam. We do have a statute which prevents imports into this 
country manufactured through unfair practices, but this does not 
prevent Japan from manufacturing it there and exporting it to 
markets outside the United States. 

Mr. Srutts. It is prohibited. 

Senator Enete. What about clamping down in other respects; that 
hasn’t been undertaken ? 

Mr. Srutrs. I think they are subscribers to the International Copy- 
right. 

Mr. Warts. The statute to which Mr. Putnam refers affects only 
imports. 

Mr. Srutts. Right. 

Mr. Warts. It would not protect the American trademark from 
being pirated in another country, in a foreign market. 

Mr. Srutts. I know Senator Alexander Wiley, of Wisconsin, has 
headed for several years the delegates of America to Geneva on the 
International Trademark and Patent Conference there. 

Senator Eneue. The Chair is glad to welcome back to the rostrum 
my good friend from Alaska, Senator Bartlett. 

Off the record, Mr. Reporter. 

(Discussion off the record.) 

Senator Eneiz. We are sorry we interrupted you with these 
pleasantries, but you go right ahead with your testimony. 

Mr. Topp. I have purposely left our largest present problem to the 
last, so I might discuss it somewhat more fully. This has to do with 
problems of credit arrangement or credit insurance. In the past, 
almost all of our export business has been handled on a letter-of-credit 
basis, such letters being confirmed and irrevocable on a U.S. bank. 
We have a distinct belief that we are greatly limiting our foreign 
sales in holding to this method, and are gradually expanding our 
terms to make them more flexible. We realize that this has opened a 
channel for loss, which in some instances we might not be in a posi- 
tion to accept. 
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Mr. Purnam. In demanding the letter of credit before you ship 
you are asking the foreign buyer to tie up his money for a length o 
time. This is even harder than for the seller to tie up his money, 
really ; isn’t it? 

You are asking him to buy, and also tie up his money in advance. 

Mr. Topp. Consequently, it makes for less enland than you would 
have otherwise, and if you try to go out on a sight draft, for instance, 
we had a case today and the man says, “I don’t have the money right 
now. I am going to pay it within 30 or 60 days.” So he has the 
material and we don’t have the money, and there is where we are. 

Senator Eneie. You may be interested in a very provocative state- 
ment in that regard made by Mr. Adolph Schuman who appeared 
this morning. It will be a part of this record and you can refer to it.” 

Mr. Topp. Thank you, sir. 

One of the big question marks in this connection would be some 
form of insurance covering such things that would not be too expensive 
for us to use, and especially protecting us in case a foreign government 
changes their conditions to such an extent that funds normally avail- 
able for payment of an account might not be allowed to come to us. 
I believe the Federal Government could arrange for such insurance, 
thus removing the possibility that through a political change in a 
foreign country, loss would be realized by the small business exporter 
by confiscation or prohibition of funds Friien leaving such a country. 

his, also, would tie in directly with diplomatic arrangements for 
some foreign countries to allow greater purchases of the products 
of the small business exporter by increased quotas on dollar volume. 

Here, again, may I point out that while we do not know of protec- 
tion, such as mentioned, it may be that such protection is available 
and therefore a method of communication between the correct depart- 
ment of the Government and the small business exporter could be 
improved. Possibly a mailing list as maintained by the armed serv- 
ices on companies interested in quoting on procurement requirements 
would suffice. 

I have attempted to give some idea of how our business as an ex- 
porter is carried on, and one or two of the problems wherein the Fed- 
eral Government might be of assistance. I hope this discussion will be 
of some service in your present hearing, and I thank you for the op- 
portunity of appearing before you. 

Senator Eneir. Thank you very much. 

In my opinion the matter of credit insurance of one type or another 
is one of the most essential things we can do in this whole export 
field. 

Mr. Stults, did you have a question ? 

Mr. Srutrs. Well, in New Orleans the head of the Export-Import 
Bank told us that there is now and has been for the last 15 months, 
I think, the new program of Export-Import Bank on guarantees for 
lack of political risk insurance. 

Political risk insurance is now available at a very reasonable rate 
and many of the exporters are using that. 





38 See beginning p. 355 for Mr. Schuman’s statement. 
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Mr. Warts. From the insurer’s point of view, this is just common- 
sense. From the shipper’s point of view it is pretty painful. 

Mr. Srutts. But on the broader question, as Senator Engle pointed 
out, there is now available no commercial credit insurance. The po- 
litical risk is the only thing that is available. 

Mr. Topp. I see. 

Senator Encte. Bob, did you have any questions? 

Mr. Bartterr. No. 

Senator Enexe. No further questions. Thank you very much, Mr. 
Todd. We appreciate your coming here, and your very informative 
statement. 

Mr. Rae F. Watts, port director, San Francisco Port Authority, 
Ferry Building, San Francisco. 

Mr. Warts. I am here, sir. I will be right with you. 

Senator Enetz. Mr. Watts, we are glad to have you, sir. 

Mr. Warts. Thank you, sir. 

Senator Enexe. I have previously said the ports have been a matter 
of concern to me. They represent so much of our business investment 
in California. I feel some way or other we will keep the ports going 
all right because we keep things going out and coming into the port. 

We are glad to have you here and have your statement. 

I notice your name is spelled R-a-e, instead of R-a-y. Is there some 
historical significance in that ? 

Mr. Warts. No, nothing historical, I don’t think. 

May I proceed with this? 

Senator Encie. Go ahead with your statement. 


STATEMENT OF RAE F. WATTS, PORT DIRECTOR, SAN FRANCISCO 
PORT AUTHORITY, FERRY BUILDING, SAN FRANCISCO, CALIF. 


Mr. Warts. My name is Rae F. Watts and I am port director, San 
Francisco Port. Authority. As the appointee of a five-member au- 
thority, which in turn is appointed by the Governor of California, I 
administer the operation of the State-owned port of San Francisco, 
which has served the San Francisco Bay area and western America 
without tax or other subsidy of any kind since its formal creation 
by act of the State legislature almost 98 years ago. 

Briefly, the port of San Francisco represents a capital investment 
of over $100 million in its 42 piers and other facilities, employs 
some 500 civil service workers, and last year (1959) handled about 
$622 million worth of export-import commodities, principally in 
general cargoes, to and from all parts of the free world. 

As a seaport, San Francisco quite naturally is vitally interested in 
foreign commerce. In this connection it is gratifying to note that 
the San Francisco Customs District, of which we are an integral part, 
this year is enjoying a gratifying rise of about 36.5 percent in ex- 
ports—an increase from about $338 million for January through 
August 1959, to about $462 million for the same 8 months of 1960, or 
some $124 million. 

Senator Enete. I saw some figures the other day that indicated 
for the whole San Francisco area that the imports have increased to 
something like 20 percent—correction—the exports had increased 
only 1% percent, and the imports only 22 percent. 
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Now, am I misled about that? 

Mr. Warts. I wouldn’t be in a position to verify your figures. 

Senator Eneix. That doesn’t sound right in the light of what you 
say here, does it. 

Mr. Warrs. Well, this is the overall, of course. 

Let me say here that exports, I believe, in this area are growing at 
a lesser rate than imports are to satisfy the domestic market. I am 
not sure that that answers your question, but—— 

Senator Barrierr. Well, how do you account for this terrific in- 
crease in exports? What are the reasons for that, do you know? 

Mr. Warts. I don’t know what the commodities are without check- 
ing the records, to be quite honest with you about it. 

enator Bartiert. It really went up, though. 

Mr. Warts. It went up substantial. 

Mr. Sruxts. Would you count an import destined for a foreign 
port, or just coastwise ? 

Mr. Warts. No. imports would be foreign. 

Senator Barrierr. Now, what areas of the world were the increases 
focused upon ? 

Mr. Warts. Well, primarily the Orient. I would say a lot of this 
increase very likely has to do with the shipment of surplus goods, and 
so forth, to foreign countries, and I think the Orient has been quite 
a sizable recipient to this trade. 

Let me say this, if I may, gentlemen, that the value of goods is not 
necessarily always a true indication of the volume of the goods. You 
ship a full cargo of grain, for example, which would have substantially 
less value than a full cargo of automobiles, or something of that sort, 
and it is not necessarily true that the value of the goods 1s the same as 
the volume. It doesn’t necessarily follow the same pattern, although 
I can assure you that there has been an increase in the volume of ship- 
ments from this area. The percentage of increase in volume is not as 
substantial as the dollar value of the increase. 

Senator Bartierr. You are not displeased by what has happened, 
in any case. 

Mr. Warts. I couldn’t say that. The more we can handle the better 
we like it. 

Senator Ener. Go right ahead. 

Mr. Warts. Since this is a hearing on small business, I might also 

oint out that of the port authority’s approximately 650 tenants, rang- 
ing from one-man import-export firms to major steamship companies, 
at least 550 as an estimate would fall into the category of small 
business. 

Again, while this committee is primarily concerned with exploring 
the role of small business in exporting, I cannot distinguish between 
companies employing fewer than 500 persons and those whose payrolls 
run higher, as factors contributing to our export tonnage. The figures 
simply are not available to us. 

onetheless, we encourage and support the exporter and would-be 
exporter, large or small, in several ways. And, since the would-be 
exporter usually falls in the category of small business, I might cite 
ways in which we can and do cooperate. 
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1. Financial support. The San Francisco Port Authority under- 
wrote the $2,500,000 World Trade Center and has since its construc- 
tion in 1956 contributed additional tens of thousands of dollars to its 
support. A majority of the center’s tenants, including exporters, 
importers, import-export counselors, and trade representatives, are 
small businessmen. As a showcase for products and services, as well 
as the headquarters for 6 of the city’s 55 foreign consulates, the World 
Trade Center is a stimulus to foreign commerce. 

The port authority also maintains, at an annual cost not directly 
returnable to the authority in operating revenues, foreign trade zone 
No. 3, whose steady tenants and hundreds of sometime users nearly 
all fall into the small business category. While it is true that the 
emphasis of the foreign trade zone tends more toward imports than 
exports, many of its users find it financially advantageous for reexport 
following manipulation of imported commodities. Direct exporters, 
too, realize a saving by shipping commodities into the foreign trade 
zone prior to export, thereby gaining immediate drawback of 99 per- 
cent of duty paid on the basis of manufacture from duty-paid raw ma- 
terials, or immediate refund of any excise taxes paid on subject items. 
I am sure you all are familiar with the other advantages to the ex- 
porter through the use of foreign trade zone facilities. 

2. Advice. Through its manager of foreign trade operations, Mr. 
James Campbell, the San Francisco Port Authority frequently is in 
a position to advise small businessmen or manufacturers who con- 
template export operations. Such advice includes— 

(a) Assurance of adequate and accurate market research in the 
country of import, including demand, price, and competitive position 
of the product. 

(6) Specific detailed information relating to a nation’s import 
restrictions. 

(c) Familiarity with all required documents. 

(d) Full knowledge of the country’s customs and tariff regula- 
tions and stability of the country and its currency. 

(e) Securing reliable agent in that country. 

3. Cooperation. The San Francisco Port Authority endeavors to 
work closely with such groups as the World Trade Department of 
the San Francisco Chamber of Commerce, World Trade Center Au- 
thority, and Marine Exchange of the San Francisco Bay Region in 
the exchange of information, ideas, methods, and promotion toward 
the stimulation and growth of foreign commerce and aid to the ex- 
porter as well as the importer. 

In this connection, I might add, the World Trade Department of 
the San Francisco Chamber of Commerce is extremely active in aids 
to the would-be small business exporter. As an illustration, I sub- 
mit copies of two documents issued by that department, which are 
summaries of information about the consular shipping documents re- 
quired by each of 34 different nations.” 

In your committee’s suggested outline for statements during these 
hearings, opinion is asked as to “any amendments or additions to pre- 
sent Federal law or national trade policy needed to permit American 
small business to participate to the fullest extent in export trade.” 


19 Retained in committee files. 
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It has been elsewhere suggested, and I would concur, that the small 
business exporter might well be protected by some form of government 
or private insurance against uncontrollable events in foreign coun- 
tries, by which I mean, of course, unforeseen shifts in a nation’s gov- 
ment or its economy which might wipe out the small business exporter. 
Sweden, for one, I am told, has such government insurance. 

I am not sure how much I have contributed here today to the knowl- 
edge of this committee in its research mission, but as both a world 
seaport and self-supporting public utility, the port of San Francisco 
commends you in the task you have set yourself. Further, on behalf 
of port authority president, C¥fil Magnin, and his fellow commis- 
sioners, Henry J. Budde, J. Warnock Walsh, H. A. Tagliaferri, and 
Claude Jinkerson, I thank you for the opportunity of testifying here. 
I pledge you our full support and cooperation in any and every way 
in which we may be of service. 

Senator Enetr. Thank you very much for that statement, Mr. 
Watts. 

Any questions? 

Senator Bartierr. No, I have no questions. I think Mr. Watts 
made a very fine statement. 

Senator Enetr. Mr. Stults? 

Mr. Sruurs. No questions, Senator. 

Senator, I would ask that we retain these documents put out by 
the World Trade Department of the San Francisco Chamber of Com- 
merce. They might be helpful for many other parts of the country, 
if San Francisco doesn’t mind having them available. 

Senator Eneite. Without objection, the documents will be identified 
in the record and made a part of the committee’s files for the use of 
the committee and any others who may want to see them.”° 

Mr. Warts. We will be happy to make additional copies of that if 
you want to see them. 

Senator Eneue. Fine, sir. 

I might say that Mr. Schuman” made some very interesting re- 
marks about the same thing you mentioned in the latter part of your 
statement. 

Thank you very much for coming, and I think you ought to be 
commended for the very fine job you are doing. 

Senator Ener. The next witness will be W. A. Muriale, vice 
president, Bank of America, San Francisco. 

It is very nice to have you with us, Mr. Muriale. 

Mr. Muriate. I am very happy to be here. I have a prepared state- 
ment. I might mention to Mr. Watts that we got his letter of De- 
cember 8 a little while ago and possibly our statement was delayed in 
reaching you. 

Here are some copies of my statement which will indicate what we 
rit now doing in order to assist small business in the foreign trade 

eld, 

Senator Ener. Will you identify yourself for the record with 


reference to your work with the Bank of America and especially in 
this field ? 


® Retained in committee files: Examples of aids to exporters issued by the World Trade 
Department, San Francisco Chamber of Commerce, the International Bulletin. 
21 See statement, p. 355. 
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STATEMENT OF WILLIAM A. MURIALE, VICE PRESIDENT, BANK 
OF AMERICA, SAN FRANCISCO, CALIF. 


Mr. Mortate. William A. Muriale, vice president of the Bank of 
America, in charge of international business developments and foreign 
trade services. 

We are, of course, extremely interested in this particular segment 
of trade, and our efforts and our desires are to assist both small and 
large businesses in the furtherance of foreign trade wherever possible. 

This statement was prepared at the request of Mr. Ray Watts, 
counsel of your staff. ” 

During a meeting with Mr. Raymond D. Watts, counsel for 
your committee, held in San Francisco on November 29, 1960, 
it was requested by Mr. Watts that we advise your committee 
what our organization can or is doing to assist smal] business in par- 
ticipating in foreign trade. 

Bank of America has long been aware of the importance of foreign 
trade to our national economy and consequently we have developed 
our international facilities to a very high degree. Our assistance 
down through the years has run to small businessmen, as well as large, 
major concerns. 

For the small businessman who is already engaged in foreign trade, 
(1) we develop credit information, promptly and discreetly, on new 
prospective customers; (2) we assist in developing new relationships 
as sales outlets abroad; (3) we assist in finding new sources of raw 
materials or finished products in any part of the world; (4) we assist 
in the expansion of foreign operations in the present area of interest 
or into new fields; (5) we provide technical knowledge or advice of 
a large staff of experienced banking specialists; (6) we provide as- 
sistance in connection with documentary procedure. 

For those who are considering entering the foreign field for the 
first time, we provide (1) assistance in establishing relationships with 
agents, distributors, or purchasers in any part of the world; (2) we 
provide or obtain credit information relative to business climate, trade 
regulations, and market conditions for their particular product; (3) 
we assist in working out investments or licensing arrangements abroad 
where necessary; (4) we provide guidance in obtaining authoritative 
information on labor conditions, wage levels, applicable laws, taxes 
and other pertinent data, for those who are considering establishing 
branch offices in foreign countries; (5) we assist in avoiding pitfalls 
and reduce the time, effort, and expense, which they may otherwise 
be put to in their research and initial venture. 

ur international banking organization is second to none in the 
country and our international olsen have accumulated a wealth of 
firsthand knowledge of the various countries of the world, their 
commodities, economics and political climates through extensive and 
frequent travel abroad. 

Our foreign trade services are available to any concern, whether 
large or small, having a need for them. We have suggested and 
stimulated the entry of a number of concerns into the export field, 
where their product or commodity would lend itself to export. In- 
formation and guidance in obtaining assistance in connection with 
foreign trade activities is available through any of our more than 
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700 branches throughout California. We also have several technicians 
in the field who make periodic calls at the place of business of those 
concerns who are engaged in foreign trade, or who have potential for 
engaging in such trade. These technicians provide them with on-the- 
spot advice and assistance. f 

Being fully aware of the importance of this activity, we continue 
it on an expanding basis. 

I would like to emphasize that these services are available to a 

reater and lesser degree on the west coast through any of the major 
fenke having an international banking department. There was a 
time when, by and large, the east coast was looked to as the place 
through which you must or should conduct your international activi- 
ties, your foreign trade. The west coast is now fully equipped to 
handle and stimulate foreign trade. 

If I may, Senator, there are a few points that I think undoubtedly 
have occurred to the committee, but in the event one or more of them 
have not, they might bear consideration in endeavoring to further 
help the small businessmen. I will go over these very briefly. 

My thought is that possibly a review of the existing facilities of 
the Department of Commerce might be in order, in order to determine 
exactly what we have, how we are using it, and how we might better 
use it. In effect, I think we should take an inventory of the facilities 
we might have. 

Secondly, review our data on foreign markets and foreign market 
potentials to be sure that we are working on the basis of tresh, cur- 
rent, accurate data. Now, that information is, of course, available 
to a larger number of the bigger concerns, but quite often it is not 
available to the small businessman. He doesn’t have the connections 
abroad and consequently foreign marketing conditions could be of 
interest on a broader basis. 

We should consider the possibility of granting tax rebates or tax 
reductions on income derived from sales to foreign countries. That 
might give consideration as a possible stimulus for more of our small 
business people to look to foreign trade. 

Senator Enete. You are speaking of broadening what we have 
reference to as the Western Hemisphere now ¢ 

Mr. Mortars. Yes. We should give consideration to the possibil- 
ity of revising Eximbank political risk coverage to permit export- 
ers to obtain this coverage on an area basis rather than on a global 
basis. I recognize that would probably present some difficulties and 
some hazards. It could conceivably on a narrower coverage bring 
about higher cost and possibly it might put us in a little bit of an 
awkward situation as relates to our country’s relationship with a 
foreign country if we were to terminate the coverage at any given 
time. 

We should undertake a study of all sources of short-term credit 
available for financing exports. Study should also be given to 
whether a credit guarantee program is necessary or desirable and 
under what conditions and to what extent it might be helpful. There 
seems to be considerable thought that some program of credit guar- 
antee is desirable. I don’t subscribe to the theory that it should be 
undertaken with a broad brush, but I think there are some areas 
where it could be extremely helpful. 
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We should devise ways and means whereby small businessmen or 
manufacturers may participate and display at important world trade 
fairs. There are any number of fairs that are of considerable impor- 
tance. The small businessmen, of course, cannot afford to send per- 
sonnel over to undertake a display. Possibly through a trade associa- 
tion or the Chamber of Commerce joint efforts might be made avail- 
able in that respect. 

Senator Encrr. Getting back to your last point, what would you 
think of a program in which the Government wrote an insurance pro- 
gram, that is, charged a percentage for a premium and insured up to 
90 er on credit transactions? Is that what Mr. Schuman had in 
mind? 

Mr. Srutrs. It would be written through the bank and the bank 
would extend credit to the exporting firm and the Government would 
reinsure at the request of the bank. 

Does the Bank of America take a position on that ? 

Mr. Morte. No; not as yet. 

Senator Enatz. Do you think it would work ? 

Mr. Mortate. I think there is some possibility to it. However, as 
I say, I don’t think you can apply a broad brush to that. It is some- 
thing that should 

Senator Ener. Let us assume we set up a program in which we 
had a Dun & Bradstreet type of check on the credit of a purchaser, 
say, in France. 

Mr. Mortate. Yes. 

Senator Enexz. Let’s assume that the Government says we will look 
at this and we will insure it to 90 percent, but because we want to 
hedge a little and we like to have the experience of the Bank Pe 
America in this field and we know we have people over there, say, i 
Hong Kong or Manila or some other place, and they have you people 
look at it and say that it looks all right to the Government, and then 
it is financed through the bank, does that present some possibility, 
without saying what the policy of the bank would be? 

Mr. Mortate. I think it does present possibilities. However, Sen- 
ator, in most of those cases or in if parallel cases, where the D. & B. 
would be good and the credit looked good from a banking standpoint, 
undoubtedly that man would be able to obtain credit through his own 
bank and send a letter of credit over. You don’t have the problem 
of credit guarantee. I think the credit-guarantee program is good 
to have to take into consideration should the standard for extension 
of credit be relaxed a little. 

Mr. Struts. Do you think every would-be exporter can get money 
whenever he wants it now from the bank to send products to a quall- 
fied firm abroad ? 

Mr. Murtate. You say everyone? 

Mr. Strutts. Yes. 

Mr. Muriate. Not everyone. 

Mr. Srouuts. If Mr. X came into the Bank of America and said, “I 
never heard of this guy but he would like to buy 10,000 pounds of 
dried prunes,” could he get the money from you? Could he get 
credit; could he get some sort of an advance from your people? 

Mr. Murtate. For preexport finance ? 

Mr. Srutts. Yes. 
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Mr. Muriate. If his financial condition would warrant it, yes. 

Mr. Srvuurs. Would you look into the credit rating of the 
purchaser ¢ 

In other words, this would be a man trying to get the money back 
without waiting the entire length of time that it would require, let us 

say, for the shipment to get there and for his money to return. 

Mr. Mvriate. I think we would have to probably explore that just 
a little bit more. Our client here would need funds, frst of all, for 
pre-export financing in order to assemble the transaction and to get 
all the products together. Then, he is ready to export. 

Now, is he going to export on a straight-type draft? If he isn’t, 
then, his customer, the purchaser at the other end, should, during the 
normal course of events, send a letter of credit over here. 

Mr. Strutrs. Which ties up his money ? 

Mr. Mvrtace. No, actually, it doesn’t tie up his money. It is merely 
a use of the bank credit. He only has a contingent liability at the 
other end. He is usually not putting up any money under normal 
circumstances. He does ask the bank to guarantee that he will repay 
it. 

Senator Eneie. If we tried to work out legislation on this, is there 
somebody in the Bank of America we could sit down with and talk 
to? 

Mr. Muriate. Very definitely. 

Senator Eneitz. We may do that because I am interested in this 
particular approach. The average small businessman is chasing dol- 
lars all the time. He has one contract on a piece of paper and he takes 
it down to the bank and he tries to get money on it to get going on 
that particular thing and at the same time he has another one going 
and if he slips along. the way, he is probably broke. Now, if we could 
arrange some way ‘to overcome such problems, it would be fine. 

Mr. Schuman this morning gave us two points. He said you have 
to give your small businessman the ability to know what the credit 
of the other fellow is on the other side. The foreign customer wants 
to buy some TV parts or he wants to buy something a small manu- 
facturer is making here, and that small businessman doesn’t know 
him from a bale of hay, and he thinks to himself, he wants to buy so 
much of my product. It ties up $50,000 of his money and he has to 
produce it and get it over there and all of that and it takes a little 
while for him to ‘get his money back. 

In the meantime he has to keep his cash flowing and he can’t get 
a credit rating on this fellow. He could go to the Bank of America 
but it would seem to me if he could find some way to get that credit 
information and then he had a credit facility to meet “the people he 
was competing with, whether it be in Germany or in Belgium or 
France or in Denmark, he would have a better chance to do business. 
That is the kind of thing we are thinking about. 

Now, do you want to go: > ahead with your summary ? 

Mr. Murtate. Thank you. 

My next thought was that we should devise ways and means for 
the small businessman to participate in these trade fairs in the various 
parts of the world which I think are extremely important. Take the 
Milan Fair or the Brussels Fair. A small businessman couldn’t af- 
ford to display his product there. He may have something which 
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is extremely suitable to the export market but unless he lets the world 
know about it, it is going to move very slowly. Possibly through a 
cooperative effort with the chamber of commerce or some other ve- 
hicle for providing that might be arranged. It is something that I 
think might be explored. 

Senator Enatez. I am interested in those trade fairs that are con- 
ducted throughout the Far East. I was over these last year and I 
wondered how these merchants got their goods over there. I had 
an impression that the State Department had a hand in it. 

Did they finance some of it or does the Department of Commerce 
put that on? 

Mr. Purnam. Yes. 

Senator Enate. It is a fine operation. 

Mr. Mortar. Yes, it is. 

We ought to study the possibility of devising a com whereby small 
businesses, which cannot afford to send salesmen abroad on their own, 
may, by cooperating with other smal] businessmen, send a sales agent 
abroad on a joint basis. 

I think that ties in pretty much with my next thought. We ought 
to consider the possibility of a Department of Commerce program to 
advise, stimulate, and educate small business of foreign trade possibil- 
ities and procedures and to emphasize the necessity of doing a better 
and harder selling job. I think that there is a selling job to be done 
to a great extent. That isn’t the answer to all of it, of course, but 
other nations, as I noticed over in Europe, have people over there 
working constantly and really giving them the business. 

We are doing a good deal of that, possibly more than we have in 
the past, but I think there is still more to be done and possibly the 
small businessman might have to enter into some type of cooperative 
effort in order to get a man abroad on a joint basis to help the small 
businessman who can’t afford to do it on his own. 

Now, that concludes the suggestions that I have, Senator. 

Senator Bartiterr. Would you say the small businessmen of the 
country appreciate the potential of this foreign trade ? 

Mr. Mourtate. I think they are becoming more and more conscious 
of it, yes. 

Senator Bartierr. Going into it more and more? 

Mr. Mouriatz. Yes. We find that out from our own contacts that 
more and more people are beginning to consider the possibility of 
getting into the export field, not only manufacturing, but agricul- 
tural as well. 

Mr. Warts. Mr. Muriale, in your first point you mentioned the 
developing of credit information. That was a point that one of our 
morning witnesses described. He said it was difficult to get credit 
information on a foreign customer. 

How do you get about that and how much do you charge for it? 

Mr. Mortate. We don’t make any charge. Possibly what he may 
have had reference to is having it immediately available. We don’t 
have it available; we have to obtain it. We do have a good deal of 
information available on many corporations, but as a general state- 
ment, I would say we have to go abroad and get it, whether by air- 
mail or cable, however, we get it as the urgency requires. 
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Mr. Putnam. Mr. Muriale, we have had discussion about the lend- 
ing functions and also about credit guarantees. There are two func- 
tions; there is the lending function and the insurance function. 

One of the witnesses indicated that the private banking functions 
should help with the insuring. 

Do you agree with that, or, do you think it is a proper function for 
the bank ¢ 

Mr. Murtate. Well, if I understand the question correctly, I would 
have to say “No.” We are lending depositors’ money, and there is a 
certain element of risk there in any line of endeavor. 

I don’t believe that we should undertake to take on paper on a 
nonrecourse basis. 

Senator Enate. Let’s assume that the Government steps up and 
says, excluding confiscation and the hazards of war and the hazard 
of an international emergency and all those other things that are 
written out in most of these acts—the Government says that they will 
give a 100-percent guarantee on a commercial risk, excluding whether 
or not it is a good credit risk. The Government says, “Well, we will 
underwrite this on a reinsurance basis up to 90 percent.” 

Then assume that the fellow goes down to the bank and has a cus- 
tomer over there and the bank takes a look at it and says that they 
will look it over. Assume the bank thinks it is a pretty good risk. 

Now, tell me if that is the sort of thing you had in mind? 

Mr. Purnam. Yes. I wanted to know if the bank would handle 
that function if the Government reinsured ? 

Mr. Muriate. I might answer that differently. The Government 
is actually undertaking the risk ¢ 

Senator Eneix. Ninety percent or eighty percent. I am not sure 
the Government would 100 percent. i am a little doubtful we 
wouldn’t get a bill through like that. 

The Government likes to have somebody put their dime on the line 
for the Government’s 90 cents. What I am thinking is that we know 
that the Bank of America takes a good look at these things. They 
may look at the fellow’s credit and say that they are not going to 
lose too much because it is a good enough credit risk for 10 percent of 
that piece of business. 

In other words, the Bank of America would backstop the judgment 
of the Government with just a piece of free enterprising judgment 
which is a common practice. Now, we are just exploring this. 

I know you can’t think for the board of directors at this point, at 
least until they have already adopted a policy, but we are just explor- 
ing the proposition, because in my mind, one of the main things that 
we need to do is enable our people to meet the credit competition that 
we face in the export field to such an extent that our banking insti- 
tutions can’t do it because they are not Government either and they 
are up against the German Government and the British Government 
and soon. We ought to get in there and help them as best we can. 

Mr. Mortate. That would be pretty much the same procedure that 
is in full force and effect under the FHA. 

Senator Enexe. That is right. It is an FHA-type of approach 
to this foreign export problem. We need to do a number of things 
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and you have suggested a number of those, some of which we already 
had in mind. 

We very much appreciate your appearance here today. 

How many oversea branches of the Bank of America are there? 

Mr. Murtate. Eleven branches and there are various participating 
branches. In Italy we have approximately 70 affiliate branches. 

Senator Eneie. Thank you very much. 

The next witness is E. C. Wilkerson, president, E. C. Wilkerson 
& Associates, 85 Main Street, Los Altos, Calif. 

Mr. Wixxerson. I have a statement here that I submitted to the 
committee. 

Senator Eneie. Your statement will be printed in the record at this 
point as if read. 


STATEMENT OF E. C. WILKERSON, PRESIDENT, E. C. WILKERSON 
& ASSOCIATES, LOS ALTOS, CALIF. 


Mr. Wirkerson. This statement is being made by E. C. Wilker- 
son, president of E. C. Wilkerson & Associates, a corporation whose 
offices are located at 85 Main Street, Los Altos, Calif. 

E. C. Wilkerson & Associates act in the capacity of export division 
and export managers for American Teas specializing in 
machinery and equipment used by the forest products industries; 
furnishing heavy-duty equipment and machinery for logging opera. 
tions; complete band sawmills; complete box factories; complete 
planing mills; most of the equipment used in the manufacture of 
plywood; and the green end or wood room end of pulp, paper, chip- 
board, hardboard, and particle board manufacturing plants. 

Mr. Wilkerson, ‘for approximately 14 years, headed a division in a 
prominent San Francisco export company, the division specializing 
in equipment for the forest products industries. Approximately 2 
years ago he decided to form his own company. For the past ap- 
proximately 16 years, Mr. Wilkerson has been specializing in produc- 
tion equipment and plant for the oversea producers of all types of 
forest products. He has traveled extensively in Australia, New 
Zealand, the Far East, Mexico, and South Americs During these 
years he has participated in the installation of large. capacity plants 
in Brazil, Mexico, New Zealand, Australia, the Philippines, ‘and Ja- 
pan, and has furnished equipment to many operators in all sections 
of South and Central America, parts of South Africa, and the Far 
Eastern countries. 

E. C. Wilkerson & Associates operate on a worldwide basis, ex- 
cluding the 50 United States, Canada, and the Red bloc countries. 
At the | present time Australia and New Zealand are the most import- 
ant in terms of annual business volume, with Japan and the Philip- 
pines and Mexico following, in that order. ‘The importance of a 
particular area varies from year to year, mainly because of economic 
and political conditions within a particular country or area 

The services that E. C. Wilkerson & Associates furnish to the 
manufacturer consist of assuming complete responsibility with ref- 
erence to all phases of export selling, including sales management and 
sales promotion; complete responsibility for doc umentation and ship- 
ping; complete responsibility for all phases of the financial arrange- 
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ments, including payment by E. C. Wilkerson & Associates in dollars 
to the manufacturer on his regular domestic terms. 

We handle associated and complementary products to develop the 
complete package, so that an oversea customer for a logging plant or 
sawmill, as an illustration, can obtain from one source the complete 
package and have one party responsibility for the success of the oper- 
ation. In effect, insofar as the oversea customers are concerned, E. C. 
Wilkerson & Associates are responsible for the design of the plant, 
for supplying the proper equipment, and for furnishing proper in- 
structions for the erection of the plant and maintenance and opera- 
tion of the equipment. We have asad that oversea customers more 
and more insist on connections with responsible individuals or com- 
panies who can design, supply, erect, and deliver the complete plant. 

Over the years we “have found that, insofar as industrial equipment 
partic ularly is concerned, on the basis of volume of production, qual- 
ity of production, dependability and longevity of equipment, Ameri- 
can machinery manufacturers have an unequaled position and 
reputation worldwide. American prices are considerably higher in 
relation to European or other foreign-made machinery, but there is no 
machinery made outside the U nited States that can remotely compare 
on the basis of cost per unit of production. We hear the term “cheap 
labor.” Cheap labor, however, is a misnomer, and is actually low- 

riced labor with a high unit of production cost ratio. Mechanization 
is the answer and the United States has an undisputed lead in this 
area. We have not encountered any difficulties from a technical or 
operational point of view. We have, however, in many instances 
encountered almost insurmountable difficulties with relation to 
financing. 

Most of the manufacturers in the United States, whether they be 
large or small, sell on the basis of payment on shipment or very 
shortly thereafter. Term financing is relatively easily arranged 
within the borders of the United States through the media of private 
banks or commercial credit companies. Insofar as the export field is 
concerned, term financing is almost an impossibility. The private 
banks will not, and in many cases cannot, handle it. U.S. govern- 
mental institutions have been operating on a _ unrealistic basis, 
demanding that the exporter or the manufacturer extend partial 
direct financing himself that he does not furnish in the domestic 
market ; also, documents have been demanded that in many cases are 
impossible to obtain from oversea customers or which would be mean- 
ingless if they were available. 

The United States has had an unparalleled opportunity to establish 
itself in the oversea market over the past 15 years and has almost 
missed the boat because of shortsighted policies with reference to fi- 
nancing, and seemingly unlimited, voluminous, unecessary redtape. 
In the meantime, the Europeans particularly have been moving in. 
In our particular field, the oversea customer will accept European 
equipment only as a poor second best substitute and mostly because of 
term-pavment arrangements which are relatively easily obtained from 
Europe. In most cases, insofar as the customer is concerned it is not 
a question of realibility or financial status in his own area that creates 
the need for term financing. It is the same identical apnea that 
American producers in the same field face, in that in many cases 
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they must make the equipment pay for itself from earnings, conse- 
quently the need for financing capital equipment purchases. 

As an illustration of the difference in the American procedure and 
the European procedure, Mr. Wilkerson attended a national conven- 
tion of machinery importers and dealers in Monterrey, Mexico, a few 

years ago, at which time the British Embassy, the Netherlands Em- 
assy, and the Belgian Embassy in Mexico City sent their top people 
in the commercial department to participate. Each of these govern- 
ments’ officials made speeches. The British representative made the 
statement “Her Majesty’s Government does not look with favor on 
strictly letter-of-credit business and prefers rather to operate on terms 
of 2 years or more.” He also stated that if anyone at the convention 
had any difficulty with English manufacturers they were to contact 
him and he would see to it that London investigated with the possi- 
bility of other arrangements being made. The Netherlands sail Bel- 
gian officials followed and made the statement that they both agreed 
with the representative from Great Britain, excepting that they pre- 
ferred to start at 4-year terms. The U.S. Embassy did not see fit to 
even have the office boy from the local consul general’s office partici- 
pate. Immediately after the speeches of the British, Netherlands, 
and Belgians, the Mexicans turned to the 10 or 15 of us Americans 
who were there and wanted to know why we insisted on letter of 
credit, or at the very best sight-draft terms. Our only answer was 
that our Government did not support us in the same way European 
governments were supporting their manufacturers by assisting in the 
matter of financing. An examination of the records, we believe, will 
show that the U.S. export volume of certain classes of machinery has 
been steadily losing ground to Europeans, and we can lay the whole 
cause to lack of foresight in planning financial arrangements. 

Investment by Americans in oversea businesses is good to a point, 
but because of political consideration, any investor in an oversea 
operation not only expects but demands returns that he would not 
dream of asking in the United States. In order to get needed proj- 
ects going, many countries have done everything they could to en- 
courage U.S. investors; however, Cuba is a good illustration of the 
results of such investment, as now that the projects are successful 
the U.S. investors are economic imperialists because they justifiably 
expect profits from their investment and take their profits back to the 
United States. It is our belief, especially in countries where the Com- 
munists have any foothold at all, that any American investment is go- 
ing to eventually to be classed as economic colonialism and not only will 
the investment be in jeopardy but that hatred will be built up for 
Americans because American investors helped those countries develop 
the very projects that enable them to earn a livelihood. We feel that it 
would be better to extend long-term financing and let the nationals of 
each country take the onus or the credit for success. 

Several years ago a plan was developed which was known as the 
Marshall plan, which ebuipht devastated Europe up to its present 
economically healthy position. Why wouldn’t it be possible for the 
United States to now develop a plan of similar scope for the Ameri- 
can manufacturers which would enable them to sell their products 
successfully overseas? The key to this problem is financing. The 
key in the Marshall plan was financing, but that financing amounted 
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to outright gifts, grants, and tremendous loans to the governments 
themselves. Wouldn’t it be possible for the Federal Reserve Board 
to be authorized to set aside a sum which would be used solely by 
domestic private banks and financial institutions for the sole pur- 
pose of long-term financing of private industrial projects throughout 
the undeveloped areas of the world, eliminating such requirements, as 
the Export-Import Bank in many cases puts in, of the necessity of a 
bank guarantee from the customer’s bank. It is true that the fees 
charged for these bank guarantees in some cases are nominal but in 
the areas where such financing is needed the worst, these fees are 
exorbitant, to use the most charitable description. 

It is our belief that 99 percent of the people who are looking to 
the United States for equipment and assistance primarily want sound 
business deals between themselves and their suppliers. They do not 
want handouts, and as a matter of fact, the handouts in most cases 
have actually embarrassed the recipients. 

As the records have shown repeatedly, too much of the money 
loaned, given, or otherwise furnished in the past has been siphoned 
off in the pockets of a few. If the proper long-term payment ar- 
rangements could be made, it would mean that we would have control 
of where the money actually went and know exactly for what purpose 
is was being used. We feel, also, very strongly that arrangement of 
any term-payment plan should have as a definite requirement that 
the money could be used solely to purchase American-made equip- 
ment. 

The Export-Import Bank has made available in the past few months 
a term-payment arrangement whereby they accept half of the amount 
involved and the private banks carry the remaining half. The banks 
prefer a maximum term of 3 years, and as a result of the Export- 
Import Bank’s requirements, in many cases, they demand a bank 
cere from the country involved. Bank guarantee fees can range 

rom a nominal 1 percent to excessive and exorbitant rates which in 
effect makes it extremely difficult or impossible for the pr tive 
customer to furnish such a guarantee. An arrangement whereby 
terms ranging from 3 to 5 years on a reasonable interest rate, with- 
out the necessity of bank guarantees, exchange guarantees, and so 
forth, would materially affect exporters. It would be far better in our 
estimation for the U.S. Government to guarantee to the domestic banks 
payment of any defaults than to do as has been done in the past, give 
this money as outright grants. We feel that the small percentage of 
losses that would occur would be microscopic in relation to the funds 
that have been donated over the past 15 years and which are being do- 
nated by various methods at the present time. Put the money to work 
for the benefit of our own business community rather than give it away 
for boondoggling projects. We feel that the possible losses incurred 
as a result of defaulting would be recovered many times over by the 
U.S. Government in the form of greatly increased taxes obtained as 
a result of the increased volume of export business by American 
machinery manufacturers. 

The U.S. business community has only scratched the surface of the 
volume of potential export business that is available. Realistic long- 
term payment arrangements would have a far better effect, psycholog- 
ically and economically, throughout the world than any amount given 
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as an outright gift or grant on a government-to-government basis. 
To be successful it has to be on the basis of individual to individual, 
as would be the case with relatively easy long-term- -payment 
arrangements. 

We have found that the color of a man’s skin, the language he 
speaks, has absolutely no bearing on his reliability or moral c Shs aracter, 
It is our belief that there is just as great a percentage of honest, up- 
right, thoroughly reliable people in any country in the world as there 
are in the United States. 

One of my points is strictly on financing. Anybody in the export 
business is going to try to stay in it and dealing on letters of credit 

it going to just “die on the vine. We have got to find some way to 
finance these export shipments, especially in the industrial fiel I. 

My company specializes in the forest products industry. We sell 
sawmills, plywood plants, et cetera. Most of the people overseas want 
to finance that out of earnings. They want to pay for the products 
out of earnings. A lot of the people here will buy equipment on 
terms. They can get terms here where you can’t get them overseas. 
They will go to commercial credit, or Morris Plan, or the bank, and 
they will get the credit. 

In the export field you just can’t get credit. There are certain 
areas in South America where the Export-Import Bank requires a 
bank guarantee, and the bank guarantee rates are so high that the 
people there can’t afford to pay them. 

Senator Eneir. You heard the discussion earlier about some type of 
credit insurance based upon the FHA principle. What do you think 
of that? 

Mr. Wixkerson. If it is something going through the bank, I think 
it would be all right. I think it should be handled through the bank, 
and not through a Government agency in Washington. We should 
deal with our own banks here. I: agree with Mr. Schuman. 

I have had dealings down in Mexico and Argentina, and I want 
to be able to go to my bank and set up the dealings with them and 
do business with them. They can do it faster and more accurately 
than we can. 

The bank is able to put through a faster and more accurate report. 
If it goes to Washington it would take 2 years to get it through the 
redtape. 

Senator Enerr. That is a matter of mechanics, but you wouldn't 
object to a program under which the Government in effect reinsured ? 
That is the question Mr. Putnam was asking Mr. Muriale a minute 
ago. 

Mr. Wirxerson. I agree with that. 

Senator Enete. In other words, the Government backs it up to 
90 percent. Isthat what you had in mind? 

Mr. Putnam. Yes. We were discussing the legal technicalities, 
and a bank under charter cannot accept a premium when a risk is 
involved. Perhaps the banks are bound by law in someway. 

Senator Enarr. Well, it may be, but we will skim around and change 
the law. One thing about a law is that it can always be changed. 
That is one thing I found out when I was a practicing attorney. The 
legislature would meet and repeal all I knew if I wasn’t careful. 
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Mr. Wiikerson. One deal the Eximbank had a while ago. was that 
the customer had to put up 20 percent; the supplier put up 15 percent, 
and the Export-Import Bank put up the rest. Then the domestic 
manufacturer is not going to hold this 15 percent for any 3 or 4 years, 
and he isn’t going to do ‘th: at in the export field because he can’t 

The latest thing they have come up Ww ith is this project of the bank, 
which will only t: take it up to about 3 years on 20 percent down and 
6 equal payments at 7 percent. That is all right, except they demand 
a bank guarantee, and the bank guarantees in those countries run 
from 1 percent to almost 100 percent, and if a man has to put up 
100 percent guarantee on the equipment and pay the prices also, he 1s 
just not going to do it. He is going to buy from somebody who gives 
it to him for 10 percent down “and 10 years to pay for it. 

Senator Encore. Were you here when Mr. Schuman testified ? 

Mr. Witkerson. Yes, I was here, and I agree with him completely. 
[also agree with Mr. Richards on the directory he wanted to put out. 
There is a directory which is called the Thomas Register, but there 
is absolutely nothing in the export field, and it is the sort of thing 
that wouldn’t be commercially feasible for any publishing house to 
put out. It would have to come from the Government. 

Senator Enerr. I asked Mr. Koch, when he was on the witness 
stand, if it would help him, and he said, “No.” Do you really think 
it would be helpful ? 

Mr. Witkerson. As far as the average manufacturer is concerned, 
I think it would be a godsend. 

Senator Eneir. How would it work ? 

Mr. Wixkerson. I would be listed, and so would everybody else in 
the export field. 

Senator Ener. Explain it a little bit further, please. 

Mr. Sruurs. It would tell how you operate and who your clients 
were? 

Mr. Wirxerson. Yes. A manufacturer in the same field could look 
in there and find somebody who knew something about his particular 
field, and he would go to them, and he would be able to get into the 
export business, whereas now, the average manufacturer, first of all, 
looks at the tax it is going to cost him to do his business overseas from 
sales promotion, and then he looks at all those documents, all the red- 
tape, and then he just gets up and forgets about the whole thing 
because he can’t afford to go into it. 

As far as the machinery field goes, we have only barely scratched 
the surface for the possibilities in the export. field. If we got the 
financing and got the smaller boys interested in it, it would make a 
change. It would make a big change. The principal question is 
financing. 

Senator Enerr. We are right on the main point ? 

Mr. Wixxerson. The main point is financing. Find some way to 
get around this business of a strict letter of credit. There is an illus- 
tration that I put in here about this happening down at the national 


convention in Monterey. The British representative made the state- 
ment: 


Her Majesty’s Government does not look with favor on strictly letter-of-credit 
business and prefers that you operate on terms of 2 years or more. 
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He said for any dealer who had trouble to come to him, or he would 
do his best to change it. 

Mr. Sruuts. Any Englishman ? 

Mr. Wirkerson. Yes. Then the Dutchman and the Belgian got 
up and they said they agreed with Mr. So-and-So, but their Govern- 
ment preferred to do it on the basis of 4 years. The Mexican said that 
it was either a letter of credit or individual credit. 

Senator Eneiz. The Englishman said: 

Her Majesty’s Government does not look with favor on strictly letter-of-credit 
business and prefers to operate on terms of 2 years or more. 

Mr. Wiixerson. I never forgot that because some of those boys 
really rubbed it into us. There were about 10 or 15 Americans there, 
and they gave it to us. 

Mr. Sruuts. You had to say that, as far as you were concerned, 
it had to be cash on the barrelhead ? 

Mr. Wrxerson. That is right. That was the only thing we could 
say, and that is the thing that is going to solve this export problem 
for us, that is, a financing program and a little bit of hard work. 

Senator Eneie. Well, we have got to export. Someone testified 
earlier this morning that there was a time when we didn’t have to do 
very much exporting, but now we have to do it. 

Mr. Wixerson. It is a pitiful situation when only 5 percent of 
the manufacturers in the United States are in the export business, and 
50 or 75 percent of those are the big outfits. 

Senator Enete. That is true. 

Mr. WiLKeErson. They are the only ones who can afford it. 

Senator Enere. Thank you, Mr. Wilkerson. We appreciate your 
statement. 

The next witness is L. A. Aldrete, manager, Latin American 
Division, Berkely Pump Co., 829 Bancroft Way, Berkeley, Calif. 
He is accompanied by Mr. Andreone, manager, Europe-Orient, Near 
East Export Division. 

Mr. Avprete. We want to thank you for the opportunity of com- 
ing here today. May I proceed with my statement ¢ 

Sacto Enaie. Yes. Give us your statement. 


STATEMENT OF L. A. ALDRETE, MANAGER, LATIN AMERICAN DIVI- 
SION, BERKELEY PUMP C0., BERKELEY, CALIF.; ACCOMPANIED 
BY M. ANDREONE, MANAGER, EUROPE-ORIENT, NEAR EAST 
EXPORT DIVISION 


Mr. Auprete. (1) My company is Berkeley Pump Co., 829 Ban- 
croft Way, Berkeley, Calif. My name is Luis Aldrete, manager of the 
Latin-American Export Division. 

(2) We manufacture pumping equipment for domestic water sup- 
ply, irrigation, and a multitude of agricultural applications. These 
same pumps have a wide application for industrial, municipal, and 
utility applicaton, especially as it pertains to a ground water supply. 
Other types of pumps designed especially for industrial application 
comprise a good portion of our volume. Included in this category 
are pumps for the armed services. 








ot 
n- 


dit 


ys 
re, 


yur 
an 
lif. 


>ar 


m- 


VI- 


‘ST 


an- 
the 


up- 


and 
rly. 
ion 
ory 


SMALL BUSINESS EXPORTS AND THE WORLD MARKET 425 


Senator Enaie. Now, in reference to your third paragraph, Mr. 
Reporter, strike it from the prepared statement because the informa- 
tion is confidential and will remain only in the committee file, and 
will not be made a part of the committee proceedings. 

(Par. 3 off the record.) 

(4) Our company was founded in February of 1937. We manu- 
factured Jet-type domestic water systems exclusively. Our cus- 
tomers were suburban and rural homeowners, serviced through our 
dealer organization located in California, Oregon, and Washington. 
Up until World War II, we developed irrigation pumps for agricul- 
tural use. During World War II, we developed special pumps for 
the armed services and about 75 percent of our total capacity was in 
connection with the war effort. After World War II, we developed a 
complete line of pumps for agricultural use, including deep-well 
turbines for ground water supply, large-capacity, low-head pumps for 
reclamation and flood control. In more recent years we developed 
special pumps for industrial and special applications. 

(5) Export sales represent about 18 percent of our total annual sales. 

(6) We export in the following countries and their importance is 
in the order named : 


LATIN AMERICA OTHERS 
Venezuela Tran 
Colombia Canada 
Peru Philippines 
Dominican Republic Taiwan 
Guatemala Vietnam 
E] Salvador (Central Africa Federation ) 
Nicaragua New Zealand 
Chile Cambodia 
Uruguay Thailand 
Costa Rica Burahain Island 
Panama Pakistan 
Curacao India 
Barbados Ceylon 
Jamaica 
Haiti 
Gran Cayman 
Ecuador 
Bolivia 


(7) At the very beginning our company was serving the rural and 
suburban market for domestic water systems. Sales were fairly uni- 
form throughout the year, although they peaked during the summer 
months, As the greater portion of our market was agricultural, we 
had a high seasonal peak during the summer months and shipments 
were low during the winter months. We realized Latin America was 
a large potential market. Being south of the Equator, their seasons 
were opposite to ours, and any volume obtained from them would 
offset the high peak during the summer months for our domestic 
market. We commenced selling in the foreign market through an 
import-export firm in San Francisco. Because they were unable to 
extend the distributors in foreign countries a discount or net selling 
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price that was competitive, we set up our own export department. In 
this manner, we were. able to give the distributors in the foreign mar- 
ket our maximum discount. 

(8) Ninety percent of our customers are engaged in agriculture and 
the remaining 10 percent for industrial or miscellaneous application. 
As far as the methods of distribution employed, we sell to the distrib- 
utors in the Latin American market. These distributors carry the 
equipment in stock and sell either directly to the user, or to the user 
through a local dealer. The Latin American market comprises about 
75 percent of our total export volume. The remaining 25 percent of 
our export volume is sold outside of the Latin American market and 
sold principally to import houses commonly referred to as an “indent 
agent.” These indent agents, in most cases, sell directly to the user. 

(9) Inability of our company to grant extended terms: Our avail- 
able working capital enables us to extend terms up to 90 days only. 
The governments of many foreign countries, especially those in West- 
ern Europe, assist their manufacturers in extending medium- and 
long-term credit. We have been attempting to obtain assistance of the 
Export-Import Bank for the past 3 years to overcome this situation. 
We have had little success until approximately 4 months ago. We 
were able to obtain one line of credit through the Export-Import 
Bank for our distributor in Venezuela. The difficulty with Export- 
Import Bank assistance is that our local bank is responsible for only 
10 percent of the total amount to finance, yet they invariably decide 
against the extension of credit if the distributor and/or the stability 
of the local government does not measure up to the requirements of 
the participating bank. In our opinion, our own Government and/or 
the participating bank should liberalize the requirements. 

The foregoing in this paragraph applies principally to the Latin 
American market. In markets outside of Latin America, it is diffi- 
cult for us to comply with the complicated procedure. For example, 
we receive an application for extension of credit. We contact our 
participating bank and they inform us that the state bank of the 
particular country must guarantee the availability of U.S. funds at 
the time the payment is due. Substantial businessmen in these for- 
eign countries cannot obtain this guarantee from their state banks. 
Our suggestion is that we make it possible for our participating bank 
to accept the guarantee of the local bank in the foreign country and 
not necessarily the state bank. 

In markets outside of Latin America, we have been fairly success- 
ful in obtaining: bids from governmental agencies through ICA 
financing. However, there is one difficulty in that some bids are not 
too well publicized. We receive this information through indirect 
sources too late to prepare the necessary data for submitting a bid. 
We feel that any ICA-financed project should be well publicized in 
advance and everyone given an equal change to submit a bid. The 
award should be given to the bidder who furnishes equipment in the 
best interests of the buyer. In Latin America, our business is princi- 
pally to distributors who sell to the agricultural market, as men- 
tioned previously. Because of lack of ICA financing, we are unable 
to participate in bids which in other countries are financed by ICA 
funds. 
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Competition with foreign manufacturers: We realize, of course, 
there is nothing much that can be done about this until their standard 
of living is raised substantially to bring prices more in line with ours. 

Senator Eneir. In reference to that last point, Mr. Aldrete, Mr. 
Arnold stated this morning **—were you here this morning ? 

Mr. Avpretre. No, we didn’t attend the session this morning. 

Senator Eneie. Mr. Arnold is the Deputy Director for Private 
Enterprise, ICA. Get his address from Mr. Putnam and arrange a 
little more direct access to this information, and perhaps help him 
get it out to the industry a little faster. 

With reference to the financing—a matter we discussed here a few 
minutes ago with Mr. Muriale—we think that something has to be 
done in that field. We don’t know how we will do it, but we know 
something has to be done to make it possible for our people to do 
better than we have been doing. 

As Mr. Wilkerson pointed out a minute ago in his statement, it 
isn’t good to have the British stand up and say they don’t believe in 
letters of credit, and we have nothing to offer but to ask for cash on 
the barrelhead. 

Mr. Auprete. My problem is a little different from the gentleman 
that was here previously. Usually in Latin America, we are able 
to get from our customers a downpayment of 20 percent. They are 
very reliable, old-established firms, and we have had dealings with 
them for long years, and they don’t object to the 20 percent down. 
What they object to is a letter of guarantee that has to be given to the 
participating firm. Sometimes the interest goes up as high as 7 and 
8 percent, which they don’t want to pay because it is too high. May 
I include the last two paragraphs of my statement ? 

(10) This question has been answered in No. 9 above, to the best 
of our ability. We cannot recommend any amendments or additions 
to specific Federal laws now in existence. 

(11) Tosmaller American manufacturers who wish to penetrate the 
export market, we suggest that they set up their own export depart- 
ment and attempt to deal directly with customers in foreign coun- 
ries. When they receive a sufficient volume of business in a country 
or group of countries within an area, they should have a traveling 
representative contacting these customers, personally, at periodic 
intervals. 

Senator Enere. Thank you very much, both of you gentlemen, for 
your appearance. We certainly appreciated the information. 

The next witness is Mr. Daniel Polak, Polak, Winters & Co., 221 
Pine Street, San Francisco, Calif. 

Mr. Potax. Senator Engle, I only made about 10 copies of my pre- 
pared remarks. I would like to tell you that this company is not a new 
company. We have been established since 1939. We are truly and un- 
qualifiedly a small business. We are merchant exporters, and we also 
represent certain firms in certain areas. We naturally have had to 
cope with many problems over the years. Many of the items that 
appear to me to be pertinent I did not prepare for this statement be- 
cause I figured that other people would cover them. 








@See p. 346. 
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I would like to read these two pages that I have here in front of 
me. 

Senator Eneie. You also have attached a memo. Do you want to 
include that in the record ? 

Mr. Poraxk. I would like it to be included, yes. 

Senator Eneie. Without objection, it will be made a part of the 
record, following the statement. 

Mr. Potaxk. Thank you. 


STATEMENT OF DANIEL POLAK, VICE PRESIDENT, POLAK, 
WINTERS & CO., AND PRESIDENT, MERIDIAN PETROLEUM CO., 
SAN FRANCISCO, CALIF. 


Mr. Porax. It would appear to me that this meeting is being held 
at a most appropriate moment, yet I cannot express surprise over the 
recent turn of events as they relate to our dwindling gold reserves. To 
criticize without offering constructive s suggestions is not the purpose of 
my remarks, but I believe that some bac kor ound information will assist 
you in evaluating them. 

I have been a member of the West Coast Foreign Trade Group 
which, for the last decade, has met at least twice a year in an advisory 
capacity to the Bureau of F oreign Commerce. These meetings have 
always dealt with the many problems confronting our international 
trade relations. I need not repeat the reasons for our present dilemma, 
but I think it should be brought to the attention of this committee 
that, as a group, we repeatedly pleaded for a more realistic approach to 
the procurement policies of ICA, and its predecessors. It was our 
feeling then, and it is abundantly more obvious today, that had some 
of our suggestions been put into practice, we would not today be faced 
with the problem of hastily devising methods whereby the dollar gap 
could be closed. 

In April of 1955 I addressed a memo to Mr. Paul Brent of the 
Department of Commerce which I would like, with your permission, 
to read into the record. It isa brief statement and perhaps with minor 
modifications could suggest a modus operandi for the future. A copy 
of this statement is attached to this memo. 

Sennator Eneie. Without objection, the memo will be made a part 
of the record at this point. 

(The document referred to is as follows :) 


Exursit 38 
APRIL 21, 1955. 
Memo from: D. Polak. 
To: Paul Brent. 
Re FOA procurement policies. 


1. We do not quarrel with the principles of assistance to needy areas, because 
we recognize that this program is a part of the overall cold war offensive neces- 
sary for our own security. We believe that the program should be continued 
until such time as the affected areas are able to sustain themselves. 

2. We recognize that procurement under the mutual assistance programs, when 
authorized from areas other than the United States and its possessions, create 
dollar funds, thereby enabling the benefiting countries to utilize those funds 
for the purchase of goods and supplies from this country. We further recognize 
that certain economies are effected by such authorizations. 
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3. We recognize the value of the technical assistance program, but we believe 
that the procurement of supplies and equipment under that program should be 
revised and for the following reasons: 

(a) Responsibility for much of the equipment and supplies is left in the 
hands of the procurement authorities in the benefited area; and as a result, 
bids are asked for on a worldwide basis. In many of these areas, the na- 
tionals thereof have had very little experience with American machinery, 
tools, and supplies ; and if the technical assistance program, which has been 
essentially designed to create good will toward the United States is to be 
beneficial to this country, it is only reasonable to assume that these instru- 
ments of instruction should be the product of American factories. Only 
by this means can the ultimate users become acquainted with U.S. products. 
The end result would be an appreciation of what this country has to offer 
and an opportunity for U.S. manufacturers to compete more effectively 
in those areas as and when this program is terminated. The taxpayers 
would offer less objection as they would realize that the high level of indus- 
trial employment in this country would have a better chance to be sustained 
as opposed to the doling of funds which would only result in the firmer 
entrenching of foreign competition. 

(b) The specifications for this program should be prepared in the field by 
our technicians in cooperation with the foreign purchasing authorities, and 
the distribution of those goods for the program should be confined to the 
duly authorized agents of the U.S. manufacturers. 

This would assure a sustained contact between the distributor and the 
producer and thereby encourage those distributors to continue their efforts 
on behalf of the companies they represent. 

(c) Implementation of such a program would bring about a kindlier atti- 
tude by NAM and other vocal bodies in the Halls of Congress. 

4, Procurement under the overall assistance program: 

(a) Capital goods, per se. It is our belief that such capital goods should 
be of U.S. origin as their longevity might be looked upon in the light of a 
monument and a reminder to the generations to come of the assistance 
which this country has so generously given to these areas. 

(b) We recognize other types of goods: 

(1) Bulk items, such as, cement, fertilizers, coal, etc., should be pro- 
cured in those areas where the cost of the materials and the cost of 
transportation are the most favorable. 

(2) Materials such as iron and steel, nonferrous metals and products 
thereof which cannot be truly classified as capital goods should be 
procured on a basis which would allow the U.S. manufacturers to com- 
pete after taking into consideration the differentials in the cost of 
product, transportation, etc., but such procurement should be performed 
through the normal trade channels in cooperation with the purchasing 
authorities in the benefiting areas. Differentials should be considered 
in a manner similar to those set up under the Meritime Act. 


SUMMARY 


We recognize that the assistance programs are now an established national 
policy and will have to be maintained for several years. Their successful con- 
tinuance can only be assured by educating the general public and our legislators 
that the program is beneficial to our national welfare and defense, and that 
U.S. participation in the program is directly and indirectly benefiting American 
labor, industry, and the general taxpayers. 

Mr. Poxak. I have always felt that a sound export credit insurance 

lan under private auspices would be of great assistance to the export 

ternity. Briefly, I would suggest that the marine insurance group 
be encouraged to enter this field, because in most instances they have 
competent correspondents in every major trading area who could de- 
velop sound credit information in cooperation with Dun & Brad- 
street’s International Credit Service. ‘lo provide low-cost credit in- 
surance, I would suggest the creation of one or more corporations 
in which the exporters would have a proprietary interest. The export- 
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ers would subscribe to the capital stock to the extent of not more than, 
say, 5 percent of their gross annual sales with a maximum subscrip- 
tion of $10,000, but not less than $1,000. 

They would then agree to pay a very small premium on their total 
gross exports regardless of the method of payment. This modest 
premium would, in effect, reduce the overall cost of specific coverage 
to any given area. I am only referring to short-term credits of not 
exceeding 180 days. 

Policies under this plan would not be in excess of 80 percent of the 
c.i.f. value, and the premium for such coverage would be predicated 
on (a) the credit rating of the buyer; (b) the tenor of the draft. 

The average export firm is currently limited to the amount of the 
credit its bankers will extend, but if an adequate form of credit insur- 
ance is available, then it becomes quite apparent that the volume of 
business which any firm can accept will be greatly enhanced thereby. 
U.S. export firms could participate to a greater extent in the overall 
oversea procurement. 

The Dun & Bradstreet reporting services for Latin America and 
Europe are, for the most part, excellent. ‘They report the credit rat- 
ings of thousands of firms who currently are purchasing from Euro- 
pean sources on extended terms under credit insurance programs 
sponsored by the vendor nations. 

I do not suggest that the Federal Government should financially 
support this type of insurance. I think that it should be in private 
hands but that the Congress should lend its moral support to the 
activation of such a program. 

My reasons for suggesting that the subscribers to this type of insur- 
ance become stockholders in the underwriting companies are obvious, 
as they would certainly not be interested in suggesting coverage on 
transactions with firms of dubious credit standings. I cannot speak 
for the industry as a whole, but I think that it is generally accepted 
that even under ideal conditions the exporter’s average profit margin 
does not exceed 10 percent, and by suggesting an 80-percent coverage 
the exporter would for the most part still participate in the risk to 
the extent of his profit and possibly part of his cost. The imple- 
mentation of an insurance program such as herein suggested would 
greatly assist in the expansion of our export trade and, particularly 
in connection with trade to Latin America, I can foresee a fourfold 
increase in the volume which many of us enjoy. 

There is, of course, always the question of political risks, and per- 
haps in this connection some sort of Government-sponsored coverage 
at a nominal rate could be developed for the short-term risk. I would 
suggest the creation of a study group under the auspices of the Bureau 
of Foreign Commerce composed of members of the insurance frater- 
nity, manufacturing and merchant exporters and bankers, and_pos- 
sibly a representative of Dun & Bradstreet to bring about the imple- 
mentation of this program at the earliest possible date. 

Senator Eneie. It is a very excellent statement, Mr. Polak. Of 
course, we have been on this question of how we can meet this credit 
problem. I don’t know how long you have been at the hearing. 

Mr. Potax. I just came in this afternoon. 
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Senator Enete. Mr. Schuman made quite a statement on this 
subject this morning, and repeatedly throughout the day we have 
heard more about it. One of the items that you brought up, an item 
which has not been previously mentioned, is getting marine insurance 
groups into the picture. 

Is that what you had in mind here? 

Mr. Poutax. Yes. 

Senator Enete. They do have extensive outlets. 

Mr. Potax. They do. They have agents in almost every trading 
area, and they do have competent individuals who can supplement 
the Dun & Bradstreet credit information, and they do have adequate 
funds, I imagine, that would assist in setting up such a corporation. 

Furthermore, I believe one surety company, if I am not mistaken, 
the Continental Surety Co. did set up such a program, but the cost 
of the insurance was entirely out of line. It was 3 and 4 percent, and 
it just did not make sense. You can’t add that to it. 

Senator Eneie. I asked about that this morning. It is necessary 
to write the insurance program in such a way that when the insurance 
premium is added to the cost of the product you don’t render the 
product noncompetitive, nor more noncompetitive than it already is. 
We already have a problem in meeting competition, costwise, in the 
various markets of the world. 

Mr. Potax. I think that you will find that in my memo I have 
some remarks about ICA procurement on page 2, particularly para- 
graph 4—B, where I referred to “materials such as iron and steel, 
non-ferrous metals, and products thereof * * *”% 

I referred also previously to capital goods, per se, and I think 
that this is not new to you. These things have come up so often, and 
I do recall that at our advisory, meeting, when this subject was 
brought up, there was a gentleman from ICA present. He also came 
up with the statistics that more than 50 percent was coming from the 
United States. 

What he failed to always emphasize was the great agricultural 
products that were given away under Public Law 480; it had nothing 
to do with industrial capacity. 

Senator Eneair. I observe, also, that you mentioned a study, and 
I recall the chairman of the Interior Committee sponsoring these 
great. projects that were built throughout the West. It was our 
observation that the lawyer never got through working on a contract, 
and the engineer never got through engineering a project, and I sup- 
pose in the foreign trade field the student never gets through his 
studies. 

My purpose is to write a bill and let the people sit down and take a 
look at it and see what we can come up with, because it is. apparent 
to me we are facing a crucial problem, and the question is how to 
solve it. 

Mr. Ponax. IT think Mr. Muriale ** could offer some very helpful 
suggestions. If not, it might even be suggested that the Trans- 
America group, who are in the insurance business, might take a look 


% See exhibit 38. p. 428. 
* See p. 412 for statement. 
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at it. I think there is a vast field there, and I think it could be done 
on an economic basis, and we can overcome those gaps. 

Senator Enete. Senator Bartlett. 

Senator Bartietr. Mr. Polak, I join with the chairman, Senator 
Engle, in congratulating you for making such an excellent statement. 

I have one question only. Do you believe that the necessity for an 
export-credit insurance plan is so great that if private business com- 
munities were unsuccessful in getting together and formulating it and 
bringing it into execution that the Federal Government should take 
over? 

Mr. Porta. I would say so, and I would suggest that you take a 
loot at the Canadian plan, if you are familiar with it. 

Senator Bartierr. No. 

Mr. Potak. I am not too familiar with the Canadian plan myself. 
They have a great scale of rates, depending on the area and the com- 
modity and the credit rating of the customer. I believe they insure 
up to 80 percent of the invoice value. 

Senator Bartierr. Your conviction is that it can be done, however 
it is to be done? 

Mr. Poxtak. I am not an expert on the modus operandi of the British 
and German plans, but they do exist. There is one further thought 
I would like to get over. I mentioned the fact where an exporter 
with a limited amount of credit could expand his sales fourfold, be- 
cause as the operation today, whether it be a small firm or a medium 
firm or a large firm, you have a limited amount of bank credit. 

If you have a loan of $200,000, and you are discounting $200,000 
worth of paper, you are through until it starts to move back, but if 
you are insured to 80 percent of that then you probably can go 
$800,000 worth of business, The risk you are going to take is partly 
yours because not only under my proposal are you a stockholder in 
the company, but you want to see it make some money. 

You realize that if you give the insurance company a bunch of 
poor risk, you are not going to have a credit insurance. The first 
thing you know the whole program will go out the window, and you 
are going to be back where you started from. 

I think where you have a cooperative movement you are going to 
arrive at a great deal more. 

Senator Enexe. Mr. Stults? 

Mr. Stuuts. No questions. 

Senator Enetz. Mr. Watts? 

Mr. Warts. No questions. 

Senator Enete. Mr. Putnam ? 

Mr. Putnam. I have nothing. 

Senator Enetz. Thank you very much for your statement. 

Without objection, the record will include the statement of Mr. 
Franklin B. Howland as if read. He is the manager of Oceanic For- 
warding Co., 596 Clay Street, San Francisco, Calif.”, and is present 
in the room. 

Mr. Sruxtts. Mr. Holman, who is a small business consultant, is 
here in San Francisco and desires to make a 2- or 38-minute statement. 

Senator Enete. We will be glad to hear him. We will place Mr. 
Howland’s statement in the record following Mr. Holman’s testimony. 

You may proceed. 


See p. 436. 
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STATEMENT OF STEELE HOLMAN, STEELE HOLMAN & ASSOCIATES, 
BUSINESS CONSULTANTS, SAN FRANCISCO, CALIF. 


Mr. Hotman. My name is Steele Holman. I am a small business 
consultant located in San Francisco, Calif. I have been in business 
with, roughly, half of the last 15 years being spent outside the United 
States, both 1 in business and in Government consulting. 

My foreign experience is limited to Mexico, Morocco, Hawaii before 
it became a State, and the Trust Territory of the Pacific Islands, and 
the Philippines. 

I work basically with the small businessman. 

First, let me say that I agree with Mr. Prevost of Laher Spring & 
Electric Car Corp.2® He said that we have priced ourselves out of all 
markets. I want to amend the statement to read, “We have priced 
ourselves out of the staple markets.” 

A little investigation will reveal that the first market to go for 
Laher was the battery market. It disappeared first in the United 
States, and then abroad. 

You could watch the old line manufacturers here roll out. Parti- 
cularly those who had failed in the early stages to maintain a modern 
scientific approach to management. I mean this in no offense to 
Laher Spring. 

The next to go for Laher was the brake-lining and the leaf-spring 
market. I want to point out that these are commodities where the 
competition comes the hardest. I would like to say that when a com- 
modity like that goes ahead, it may be years before the thing stops 
breathing and w hen the market is done, there is no amount of pumping 
that will bring it back. The fact that they were out of the market in 
the export business in almost 49 countries bears evidence of this. 

In one area, that of electric car manufacturing, they are out ahead 
and unless I am mistaken, they are in an expanding market. I men- 
tion this because this highlights the fact that a new product develop- 
ment has a real feature to consider as you try to step up the program 
of this sort, referring basically back to the insurance program, and 
I have a couple of more comments to make in that area. I want to 
refer you to Ezra Solomon’s book on corporate capital. He’s a pro- 
fessor of finance at the University of Chicago. Chapters 2 and 5 
on capital investment and management give considerable insight on 
abandoning investments, and on research and development decisions. 
I thought that the story of converting the grain into chicken feed and 
then shipping i it overseas deserved an accolade for American ingenuity. 

Senator Enete. He had turkeys. 

Mr. Hotman. I want to mention a couple of qualifications. The 
International Industrial Development Conference held in the Fair- 
mont Hotel in San Francisco in October of 1957 recognized the need 
to establish standards for investing in another country. 

Here are a few possible standards for evaluation. In line with 
this discussion I certainly agree with the idea that we need some kind 
of insurance. I would disagree with the fact that the Government 
has to underwrite this insurance. 





*6 See statement p. 373. 
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I am sorry to say this but I am familiar with the FHA housing 
program. 

Senator Eneie. We would prefer if we didn’t have to build it this 
way. 

Mr. Hortman. I happen to be a member of the helicopter industry 
even though I don’t have a pilot’s license’ They have a high rate of 
insurance because of their crash rating that they have decided that 
they are almost at a talking stage on this. They have decided in 
certain areas to go ahead and incorporate, taking out stock as a cor- 
poration, which was mentioned by the previous speaker and insure 
themselves. I think that anything you can do in this direction to- 
ward assisting businesses to get together, even if you have to subsi- 
dize this organization to get it off the ground, this kind of thin 
might be a better step in that direction. Certainly if the stockhold- 
ers have to face the profit picture at the end of the trial, they are not 
going to insure poor risk. 

Lastly, in relation to this insurance, I have nine points. I did the 
best to remember what we talked about in the Industrial Development 
Conference and I brought some of these points up to date. Insurance 
should be based on certain factors. 

(1) Government climate and restrictive regulations. This is in 
‘reference to the country to which we are exporting. 

(2) Basic integrity within both Government and business. 

(3) Current competitive interest rates and terms on length of 
loans in that country. 

(4) Copyright protection, copying practices. This was brought 
up this afternoon for some discussion and it is far more remote than 
it is generally recognized in the United States and certainly Japanese 
exports have shown up here and are being bought by American ware- 
housemen and distributors in violation of the act. I don’t think the 
act is very well known. I am referring to the act prohibiting unfair 
practices.*? 

(5) The credit rating facilities and collection modus operandi. 
This is the thing that throws the small businessman as I know him. 
First of all he doesn’t know to whom to export, where to look for it 
and he doesn’t know how to collect his money. 

(6) The testimony about a letter of credit—it just so happens that 
Mr. Holman has done some importing and exporting over the years. 
A letter of credit is just as difficult for that businessman to obtain on 
his side as it is for the businessman here. As you well know, the 
Small Business Administration was set up with this in mind. We 
haven’t filled the gap here, and we can’t fill it over there because he 
can’t get the credit. A man who is new in business and reliable can- 
not get a letter of credit when he sells the goods and I am talking 
about the $900 sale. 

(7) The next item is the normal profit potentials and action of 
fluctuation in the market. I don’t need to point out that there are 
fluctuations in the raw material market and the commodity market, 
and what we are faced with now from our Russian adversaries is 
only a taste of what is to come, especially in the oil market. The drop 
in oil from $1.50 to $1 a barrel is a pretty good indication what will 


27 Sec. 337 of the Tariff Act of 1930 (19 U.S.C. 1337). 
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happen when the Russians really start dumping. This is a critical 
area. 

(8) The research and development facilities, past, present, and 
future. 

(9) The new product markets and new fields. 

I throw those points out simply as you said, Senator, you would 
write the first line. I will write the first 9 points and maybe there 
will be another 90 points that this can be a basis for the standardiza- 
tion of a rating for credit for export underwriting. 

Mr. Richards** mentioned the tremendous standardization carried 
out before at a cost of $100,000. I want to make sure that the com- 
mittee knows that I talked to him subsequently, and he indicated he 
had outside help from other areas and the book would have cost closer 
to $200,000. 

Senator Ener. He said the $100,000 was a bottom price and it was 
not a ceiling. I suspected in light of what he said that it would cost 
more than $100,000 because all those people have to be interviewed 
and that is quite a.job. 

Mr. Hotman. This book is one of the tools that I as a business 
consultant have to have. 

I had a comment about credit insurance which I will withdraw for 
the moment.*** Before I make that, I would like to say that I had a 
feeling that the committee might have overlooked the possibility that 
a man in business has to make 100 percent on his return because 10 
or 15 percent is what he pays for the use of the money. It is what he 
has to pay the stockholders for their money or it is what he has to pay 
a bank forthe loan. I want to throw that out. 

The last thing I would like to say, and I guess after you have all 
the tools, the biggest problem that you have is how to reach and moti- 
vate the small businessman. There is a problem in motivating him 
even after he has the facts at hand to carry out this job. 

May I suggest that the 13,000 business consultants in the United 
States be brought into this program wholeheartedly, and that a large 
section of them be trained in export lore and methods. They do 





3 See testimony beginning p. 242. 
a Letter subsequently submitted by Mr. Holman, re export insurane: 


STEELE HOLMAN & ASSOCIATES, 
Belvedere Island, Calif., December 27, 1960. 
Re proposed export insurance law, small business, 
Senator CLAIR ENGLE, 
U.S. Senate, Senate Select Small Business Committee, Washington, D.C. 

HONORABLE Sir: I would like to add a comment or two to the testimony presented to 
your hearing on December 14, 1960, in accordance with my promise to you to submit 
data on the Canadian method of handling export insurance. 

Allow me to point out the extreme importance of another phase of export insurance 
little mentioned: The United States must immediately establish the machinery legally to 
offset the anticipated economic warfare of the Soviets in commodity dumping to aggravate 
raw and finished materials prices in the free world. As a sample of what has already 
occurred look at the oil-dumping agreement with Italy, underselling American oil at 
two-thirds the normal price per barrel. The oil people can take care of themselves: it 
is the small businessman that concerns me today. 

Foreign Commerce Weekly, November 24, 1945: “Canadian Export Credit In- 
surance,” p. 6. 

Foreign Commerce Weekly, July 15, 1945: ‘“‘Britain’s Export Credit System,” p. 3. 

Export Insurance Act of 1946: Senate Resolution 28, May 13, 1946. 

Again, thank you for the honor of testifying, and feel free to call upon me as a 
representative of small business. We must have export insurance this session. 

Yours sincerely, 


STEELE HOLMAN, 
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reach the small businessman day in and day out, only most of them 
haven’t had the spark lighted. They have a much larger responsibil- 
ity today and that has burst upon the people of the United States of 
America. We are approaching the position of becoming a have-not 
nation in the wor id gold market. 

Senator Eneie. Thank you very much. 

Do you have any questions, Senator Bartlett ? 

Senator Barrierr. No. I merely want to say that you have a very 
intriguing and useful statement. I would like to say that you and I, 
Mr. Chairman, could probably, if they gave us authority, enter into 
an arrangement to increase the supply of local gold. 

Senator Ener. The statement of Mr. Howland may be made a 
part of the record at this point. 


STATEMENT OF FRANKLIN B. HOWLAND, MANAGER, OCEANIC 
FORWARDING CO., SAN FRANCISCO, CALIF., AND REPRESENT- 
ATIVE OF PACIFIC COAST CUSTOMS & FREIGHT BROKERS ASSO- 
CIATION OF SAN FRANCISCO 


Mr. Howtanp. My name is Franklin B, Howland. 

I am the manager of Oceanic Forwarding Co. of San Francisco, 
a small organization of 14 employees engaged in the business of 
customhouse brokerage, international freight forwarding, export 
packers, and airfreight forwarders. 

I also represent the Pacific Coast Customs & Freight Brokers Asso- 
ciation of San Francisco, which is composed of 25 companies similar 
to Oceanic Forwarding Co., all small businesses, employing from 2 to 
40 employees in each organization. 

We are tremendously interested in encouraging the increase of ex- 
ports, not only to improve our dollar and gold position but also in 
order to improve export-import world trade conditions throughout 
the free world. 

Local offices of the U.S, Department of Commerce and chambers 
of commerce furnish the names of freight forwarders, such as our- 
selves, to prospective exporters since we are in the unique position of 
giv ing c omplete e xport inform: ition to them. 

If these prospective exporters inquire with steamship companies 
or the eustomhouse, they receive only limited information, whereas 
our people are in a position to furnish comprehensive information and 
to make all arrangements, including letters of credit, bills of lading, 
shipping services, export licenses, advice concerning control restric- 
tions, rates of duty, freight charges, insurance, packing and consular 
documentation. 

Whenever we learn of new business coming into the San Francisco 
Bay area, we call on such enterprises to ascertain whether they are 
planning to engage in exporting. For those who do domestic work 
alone, we suggest “that even if they developed an export business of 
only 8 to 10 “percent of their productivity, it might be the difference 
between profit and loss for their company. 

We find many small business firms interested in exporting but afraid 
of the redtape of which they have heard. These are the kind of 
people we like to talk to because we can reduce this redtape and give 
concrete, logical answers which encourage them. 
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Through our contacts with consular representatives and trade com- 
missioners we are in a position to give these people names of firms 
abroad which import and export the same ¢ vategories of merchandise, 
or—if they do not want direct participation—we can place them in 
contact with qualified and reliable manufacturers’ agents who do the 
shipping for them. 

We encourage these people to travel either alone or in trade groups 
to visit overseas factories and trade fairs. Oceanic Forwarding Co, 
operates also a travel agency as we fee] this is all part of the move- 
ment of people, goods, and services to and from the various countries 
of the world. 

With the cooperation which we receive from the Department of 
Commerce, the chambers of commerce, the consuls, the trade com- 
missioners, and committees of Congress, such as yours, we can make 
substantial contributions toward increasing exports to all the free 
countries. 

The very nature of our work in checking documents, tracing and 
completing contracts, avoid costly errors and reduce the overall cost, 
as well as the goodwill thus created place our profession in a favor able 
position w ith regard to helping promote interest in world trade. 

We are experts in a complex specialty field, always alert to assist 
exporters and importers. We perform our services in full awareness 
of our civic responsibilities. 

Thank you very much. 

Senator Enciz. We will leave the record open for any further 
statements that may come in later for those who weren’t able to be 
here today. 

The Chair wants to express appreciation to Mr. John Major, man- 
ager of the U.S. Department of Commerce field service here in San 
Francisco, and Mr. Phillip Clayton, business analyst of foreign trade. 
He is with the field office, U.S. Department of Commerce in San 
Francisco. We would like to thank them for their excellent help and 
cooperation that they gave to Mr. Watts and Mr. Putnam and the 
other staff people w ho arranged these hearings. We are very grateful 
to them for their assistance. 

These have been very informative hearings, and we appreciate the 
testimony that has been presented and the interest shown by the 
community. We would like to thank all those who appeared here and 
testified on this important matter. We only hope that we can imple- 
ment some of the very fine suggestions that have been made in the 
interest of small business of this country. 

Unless Senator Randolph has something to add or some member 
has something for the good of the order, this committee will stand 
adjourned. 

(Whereupon, at 4:45 p.m., the San Francisco hearing in the above- 
entitled matter was adjourned.) 

The following are statements subsequently submitted for the record : 
bs (1) James S. Baker, president, James S. Baker Co., San Francisco, 

ali 


ine ) Ernest L. Loen, president, Ernest L. Loen & Associates, Los 
ngeles, Calif. 


és (4) H, Rogers, Jr., president, Engineering Co., Inc., San Francisco. 
ali 
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(5) E. A. McCardell, president, Winpower Manufacturing Co., 
Newton, Iowa, letter w ith ace ompanying statement and report sub- 
mitted to Senator Bourke B. Hickenlooper, July 21, 1960. 

(6) Machinery & Allied Products Institute and its affiliated Council 
for Technological Advancement, Charles W. Stewart, president, 
Washington, D.C. 

(The statements follow :) 


PREPARED STATEMENT OF JAMES S. BAKER, PRESIDENT, JAMES S. BAKER Co,, 
SAN FRANCISCO, CALIF., DECEMBER 5, 1960 


STATEMENT ON EXPORT PROMOTION PROBLEMS 


I, James S. Baker, am the president of James 8S. Baker Co., a California 
corporation, established November 23, 1945, for the purpose of developing ex- 
port sales from U.S. sources of supply, as an export sales representative, combi- 
nation export manager, and as a merchant. 

Our company operates primarily in the Far East and in Latin America, 
specializing in the following general commodities : 

Electrical equipment, such as panelboards, switchgear, control apparatus, 
electrical wire, and cable. 

Mechanical goods, such as boilers, pumps, power transmission equipment, air- 
conditioning and refrigeration equipment, heavy and light machinery. 

Mill supplies, which include everything from bearings, packings, babbitt 
metal, and allied items. 

Architectural materials, such as ceramic tile, wallboard, insulation materials, 
steel, ventilators, sash, caulking compound, roof coatings, and allied items. 

Our company handles the moderate-to-small size manufacturer’s exports from 
the United States, generally speaking, sometimes on an exclusive basis but 
frequently on an export sales basis, purely asa merchant. Among the companies 
with whom we have worked for a number of years are, Alloy Steel & Metals Co. 
of Los Angeles, producers of mining slushing scrapers, sheave blocks, ete. ; Dodge 
Manufacturing Corp. of Mishawaka, Ind., producers of power transmission 
equipment; Russell & Erwin Division, American Hardware Corp., New Britain, 
Conn., manufacturers of builders’ hardware; Gladding, McBean & Co. of San 
Francisco and Los Angeles, producers of ceramic tile and refractories; Hill 
Transformer Co. of San Carlos, Calif., manufacturers of electric transformers; 
Worthington Corp. (exclusive for Okinawa only), of Harrison, N.J., on their 
entire line of products; International General Electric Co., on their entire line 
of products (exclusive for Okinawa only); and a variety of other companies 
along the same engineering background type of lines. 

We have operated for a number of years in various Central American coun- 
tries and selected South American countries, as well as Caribbean countries, 
and the Pacific Islands and Far East areas. The important areas as to dollar 
volume will vary from time to time, depending upon the local conditions. For 
example, a few years ago Colombia was an excellent market, although we 
have done no business there for some period of time now. Venezuela, formerly 
a very good market, is not at present. Costa Rica continues to be a fairly 
good market. Guatemala is rather sporadic—one time good, and another time 
not too good. Due to restrictions and other problems, the Philippines, which 
was formerly one of our best markets, today is a minor market. This pattern, 
of course, varies as the political and economic fortunes of a country go up 
or down, and whether they draw toward the Iron Curtain or remain strictly 
close to the Western World. 

Our operations are on the basis that we are prepared to do a certain amount 
of engineering in our own offices, frequently having complete plans and specifi- 
cations on projects from which takeoffs of materials for bid purposes are pre- 
pared for customers. We expedite orders from our factory sources of supply 
and this is a very important phase with the U.S. manufacturer. We travel 
the foreign territories and correspond avidly with our representatives and 
distributors in these foreign countries to acquaint them with problems in this 
country, interpret the specifications and requirements of various phases of 
jobs, and assist them in their contacts with dealers here and there. We docu- 
ment items necessary for export license approval and perform other generalized 
services to the assistance and good will of the U.S. foreign trade. 
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With reference to the problems of conducting foreign trade today, there 
are many. The old song that the United States has priced itself out of the 
market is a generalization that is not true. We have been in business for a 
number of years and continue to stay in business, although it is up one year 
and down the next but, we manage to continue our progress, slow though it 
it. The chief problems we have had in recent years have been largely compe- 
tition from U.S. Government agencies in one form or another. 

In the beginning of the Export-Import Bank operations it was extremely 
difficult for any smaller business to obtain authorizations or lines of credit 
for long-term sales overseas. It is true that some large authorizations were 
given to capital equipment producers after a lengthy period of negotiation. 

Later, this became somewhat easier and it developed toward operating supply 
approvals. By this time however the international situation has changed in 
complexion with the result that our competing-producing nations overseas 
could deliver products satisfactory to the people on long-term credit terms, 
and faster than the U.S. factories generally would be able to accomplish. 
Therefore, our foreign friends were able to invade the markets and take over 
business. Lack of foresight was the primary result in loss of many of our 
markets and this foresight is directly traceable to the policy of certain of our 
Federal agencies, as well as industry. 

Our State Department maintained for years, actually for about 10 years, 
so-called security export controls on certain items which were in ready supply 
overseas and which, even if orders were booked here, a lengthy period was 
required to obtain licenses despite the efforts of the Bureau of Foreign Com- 
merce to serve American industry. This is hindsight, but it can be extrapolated 
from, for foresight. 

At the same time during the past several years it has been cited to the U.S. 
Department of Commerce and to the ICA people the fact that vocational school 
equipment furnished overseas by U.S. Government funds should be required to 
come from the United States. Millions of dollars of this equipment have been 
purchased in foreign-producing nations for shipment to foreign underdevel- 
oped nations for vocational training. What is the result? The students of 
those years are now working personnel. They know foreign equipment. They 
do not know American equipment or supplies to any extent because they learned 
on foreign equipment, and learned using foreign supplies paid for by the money 
furnished by the United States. Today they order foreign replacements, for- 
eign spare parts and, when installations are required, they order foreign 
equipment. 

Meanwhile, the economic signals were quite strong that we were overspending 
ourselves to the point where we would become a Nation of a soft currency 
if we kept going. Efforts were made to require purchases by ICA and Devel- 
opment Loan Fund advances and firms utilized by the military to be confined 
by the United States as a source of supply. True, last October there was such 
a ruling put out by the Development Loan Fund, approximately a year ago. 
However, purchases are still being made under the Development Loan Fund 
activities from foreign sources of supply. 

Meanwhile, the International Cooperation Administration is authorizing tin- 
plate to be shipped to Shell Oil Co. in various parts of the world. Does this make 
sense? Many lists of equipment and raw materials ranging from wire and 
steel to processing equipment and heavy-duty capital equipment, such as diesel 
engines and power transmission equipment, are authorized to be purchased 
from worldwide sources. 

Our company, from time to time has bid on behalf of U.S. manufacturers and 
in close cooperation with these manufacturers, at extremely low margins of 
profit, and gone through the bond procedures and other requirements to meet 
bid deadlines and hopefully awaited results with this outturn showing anywhere 
from 20- to 40-percent underpricing by foreign producers to be furnished to 
the underprivileged, or receiving country. 

At this stage of our economic position it would appear the International 
Cooperation Administration should modify this sort of operation and insist 
that if they are advancing any funds that the receiving country should pur- 
chase those materials exclusively from the United States. 

Moreover, it would appear that closer technical scrutiny should be given to 
some of the projects approved by ICA or by any special commissions set up by 
the State Department and sent overseas, as a matter of political maneuvering in 
the economic warfare in which we find ourselves. What is necessary should go 
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but, we should not waste U.S. Government dollars. In the event there is a re- 
luctance on the part of the foreign country to supply counterpart funds for the 
difference between foreign pricing and U.S. pricing on ICA or DLE purchases, 
some congressional authorization should be given for a specific differential in 
receiving the counterpart funds. Let’s face it, we will never use all of the 
counterpart funds we now have available even though we are building oversea 
embassies and other types of structures, and spending extensively as well. 

American small business is composed of firms such as ours, small manufac- 
turers who could export but who are afraid of the export problems which are 
myriad, and require the aid of such firms as ours. The U.S. Department of 
Commerce, Bureau of Foreign Commerce, under the direction of Mr. Loring K. 
Macy, a very able man, has for years attempted in one way or another to assist 
small business through their foreign trade mission programs, through their local 
field offices in acquainting the local businessmen with the opportunities Overseas, 
but it has been a constant struggle to obtain adequate funds to carry on this 
educational program. Actually, most small manufacturers in the United States 
find foreign trade and international problems of doing business a complete 
mystery. The trade mission program should continue but utilize counterpart 
funds to the maximum extent possible. 

Now in line with small American business, firms such as ours set up to rep- 
resent manufacturers Overseas are the exact counterparts of General Motors 
Overseas Corp., which of course is a bit larger, United States Steel Export Corp., 
3ethlehem Steel Export Corp., and a good many other corporations which are 
set up by major manufacturers to handle their offshore business. These export 
corporations do not stock materials, they do not own the materials except on 
purehase from the parent producing organization, to export to specific cus- 
tomers against orders received. True, they integrate with the manufacturer on 
their production schedules and on availability of materials, just as do we with 
the several manufacturers with whom we work. A trained crew is necessary if 
proper handling of their international trade is accomplished. Too often inept 
people in foreign trade discredit the American manufacturer and the American 
foreign trade fraternity through improper packing, improper attention to doc- 
umentation, and even improper attention to specifications of materials. Com- 
plaints are lodged from time to time through consulates and embassies overseas, 
and directly with the U.S. Department of Commerce in this country, I feel 
certain. 

In this connection, many small businesses do not participate in offshore des- 
tination bidding to U.S. military or the Federal procurement agencies, to the 
extent to which they could. Under the Walsh-Healey Act, the Department of 
Labor has been charged with the responsibility to set up the regulations for 
bidding to the Federal agencies. These regulations, except for certain few 
commodities such as lumber, have excluded firms such as ours from participat- 
ing in these bids since, by error of omission, the Department of Labor eliminated 
the export house, although they allowed such firms as Bethlehem Steel Export, 
U.S. Steel Export, ete., to bid. The regulation requires that a bidder must stock 
and regularly handle these materials. No export firm stocks substantial quan- 
tities of materials at any time, even if they are a subsidiary of the manufac- 
turer. They could not be competitive if they did stock the materials in ware- 
house. 

The Secretary of Labor should be directed to change this regulation to per- 
mit qualified export houses who regularly deal in specific commodities or manu- 
factured products which are being bid to U.S. Government procurement agen- 
cies, to be accredited bidders thereon. 

I believe that the small American manufacturer with the tutelage of the U.S. 
Department of Commerce and such firms as ours can profitably enter the inter- 
national trade picture. America is not licked in foreign trade. All we need do 
is roll up our sleeves and really work, and stop extensive regulating. 
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PREPARED STATEMENT OF ERNEST L. LOEN, PRESIDENT, ERNEST L. LOEN & 
ASSOCIATES, LOS ANGELES, CALIF. REGARDING SMALL BUSINESS EXPoRTS AND 
THE WORLD MARKET 


Name 


Mr. Ernest Loen, president, Ernest L. Loen & Associates, management con- 
sultants, head office, 2330 West Third Street, Los Angeles, Calif, 
Our services 

We offer research survey and consulting services to business and industrial 
enterprises of all sizes as well as to governmental agencies, related to planning, 
organization, marketing, and other general management tasks and problems. 
Our brief history and pertinent experience 

Engaged in these professional services for 20 years we have 12 full-time 
associates and 26 part-time consultants. From time to time we have served 
foreign organizations and domestic companies engaged in foreign operations. 

On top of our general professional work with a good number and variety of 
small businesses, over the years, we have had one unique additional experience 
with the overall problems of small business. 

In 1957, the writer was a member of the planning commitee of President 
Eisenhower’s Conference on Technical and Distribution Research for the Benefit 
of Small Business. On behalf of this Conference and preparatory to same, our 
firm conducted extensive field research in five regions of the country, involving 
hundreds of principals of small firms. 

Even more pertinently, early in 1960, we conducted a study and submitted 
a report for the Federal Interagency Export Promotion Task Force on “How 
To Expand Exports.” As consultants to the U.S. Department of Commerce, 
as part of the above, we have also pooled the thinking of some 70 executives 
in southern California, mostly from small business. 

We probed the thinking of a representative group of businessmen in basically 
three areas: 

(1) What can business itself do to expand exports. 

(2) How could the Government or some salient organized national effort 
assist business in such efforts. 

(3) What legislative or administrative changes and improvements appear 
desirable toward the facilitation of export expansion. 

Most of our findings were transmitted to the Interagency Export Task Force 
in a report, which was subsequently reproduced as a Government document. 
Some of our additional observations and comments were delivered orally or 
within letters and are thus now contained in our notes and minds. 

Two key problems of small business exporting 

From our previous studies in this field, two key problems loom for the small 
business in conducting export business. 

(1) The complexities and redtape of doing export business. The staggering 
governmental regulations which a small businessman faces to export products, 
is for him awesome. Whereas a large business can have an export department, 
fully staffed with experts whose only function is to deal with export problems, 
the small businessman is handicapped because of his size. 

It is the classic problem that small business always faces in competing with 
big business. 3ut, because of governmental regulatory complexities, the big 
businessman is favored since he can put to use his costly specialized exporting 
staff, while the small businessman is hard put to keep up. 

(2) The problem of credit and American dollar exchange. This is the second 
key problem for the small businessman who is not either in a position to carry 
large outstanding 90-day credit or in a position to accept foreign currency in 
exchange for goods and services. 
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PREPARED STATEMENT OF H. ROGERS, JR., PRESIDENT, ROGERS ENGINEERING Co., INC., 
SAN FRANCISCO, CALIF. 


DECEMBER 23, 1960. 
Re exports for small business. 
SMALL BUSINESS COMMITTEE, 
U.S. Senate, Washington, D.C. 

GENTLEMEN: I understand that your committee has been holding a hearing 
on the situation regarding the export of products from what might be called 
“the small business community of the United States.” The importance of such 
an inquiry to the economy of the United States is not only highlighted because 
of the general business potential of such a community, but also becomes in- 
creasingly significant as another means of offsetting the now highly publicized 
gold drain. To date, however, it is our understanding that you have been 
principally, and understandably so, concerned with the exportation of what might 
be termed the inanimate product. 

It is the purpose of this letter to bring to your attention the tremendously 
important exportation of the animate product, i.e., the export of the product of 
services. The export of such a product is the concern of this company, and we 
thought it well to bring certain facts to your attention. Our company does 
not feel it is necessary to submit more than this particular statement, but 
would be happy to assist you in focusing your view of “how to do it” on the 
export of the animate product. The importance of the exportation of services 
is well illustrated when it is noted that through the facilities of the Export- 
Import Bank acting as agent for the International Cooperation Administration, 
credits for commodities and services to foreign countries from 1948 through 
June 30, 1960, were authorized in the amount of $3,668,263,111; and by the 
investment guarantee program administered by the Export-Import Bank, that 
agency has insured approximately $23,274,300 for technical services performed 
abroad. (See annual report of Export-Import Bank for the 12 months ending 
June 30, 1960.1) Before discussing the approach to increasing the export of 
such services, we would like to call your attention to the background of Rogers 
Engineering Co., Inc. 

Rogers Engineering Co., Inc., is a firm of consulting engineers engaged in 
furnishing services in the fields of civil, electrical, and mechanical engineering. 
The present staff includes approximately 60 engineers and designers. Depend- 
ing upon the projects involved, the company has employed upward to 250 en- 
gineers and technicians. The original firm that is now known as Rogers En- 
gineering Co., Inc., was organized 14 years ago by Herbert Rogers, Jr., an elec- 
trical consulting engineer. In the years that followed, the services offered 
were expanded to include mechanical and civil engineering. The present organ- 
ization is incorporated under the laws of the State of California. 

Rogers Engineering Co., Inc., furnishes a complete service as consulting en- 
gineers which includes— 

Investigation and preparation of feasibility reports which include eco- 
nomie and technical evaluations ; 

Master-plan development ; 

Project planning, including scheduling, cost estimates, budgeting, and 
organization ; 

Design services, including engineering design, preparation of construc- 
tion drawings and specifications ; 

Engineering construction supervision ; 

Procurement and expediting. 

Rogers Engineering Co., Inc., is qualified to perform engineering services 
in the fields as listed below : 

Electric power generation, steam, hydro or diesel ; 
Electric power transmission and distribution ; 

Airfields including utility systems and fueling facilities ; 
Petroleum products handling and storage facilities ; 


1 Retained in committee files. 
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Water, sewage and drainage systems including treatment of water 
sewage; 

Highway systems ; 

Harbor facilities ; 

Buildings for military facilities ; 

Industrial plant facilities. 

At the present time, Rogers Engineering Co., Inc., is engaged in providing 
engineering services for the Government of Thailand under the auspices of the 
International Cooperation Administration. The project was started in May of 
1957 and will extend through another year. The overall cost of the work ad- 
ministered under this contract will exceed $35 million and includes complete 
69-kilovolt transmission and 12-kilovolt distribution systems for the city of 
Bangkok, including services to establish the organization of the operating utility 
companies; consulting engineering services for the construction of a 12,500- 
kilowatt steamplant and 10,000-kilowatt diesel plant; load analysis; and prep- 
aration of feasibility reports and engineering designs. Asa part of the services 
under this contract, Rogers Engineering Co., Inc., has prepared loan applications 
and assisted in negotiations for a Development Loan Fund loan of $20 million 
for the construction of a new electrie power distribution system for the city of 
Bangkok and an Export-Import Bank loan of $14 million for a 75,000-kilowatt 
steam-electric generating plant in Bangkok. 

This firm has been selected by the United Nations to do the engineering studies 
for the Nam Pong project in Thailand. The project, located in Khan Kaen 
Province, Thailand, consists of a multipurpose water resources development for 
the Nam Pong River in the Upper Chee Basin, involving an investigation and 
report upon the engineering and economic feasibility of construction of a dam 
and storage reservoir for conservation of floodwaters for use in the development 
of hydroelectric power and irrigation of agricultural lands. The engineering 
work performed will be organized and directed toward completion of a feasi- 
bility report, satisfactory for a loan from an international banking agency for 
the financing of a multi-million-dollar project. 

The firm has recently completed an investigation and report for the Govern- 
ment of Vietnam which formed the basis for obtaining a Development Loan 
Fund loan of $12,700,000 for the construction of a 33,000-kilowatt steam-electric 
generating plant and associated transmission systems for the city of Saigon. 

Rogers Engineering Co., Inc., has been engaged in furnishing engineering serv- 
ices abroad for approximately the last 10 years. Services have been furnished 
for projects of foreign subsidiaries of U.S. firms, the U.S. armed services, foreign 
governments and the International Cooperation Administration. Work for for- 
eign governments has also included a Development Loan Fund financed project. 
The company is attempting to develop its foreign business and is desirous of 
furnishing services directly to foreign governments and businesses. 

The primary obstacle encountered by the company in developing foreign busi- 
ness is one which perhaps your committee can assist in overcoming; that is, the 
education of foreign business and foreign governments to utilize U.S. consulting 
engineering firms. 

Consulting engineers in the United States are engaged exclusively in the fur- 
nishing of professional consulting engineering services and have no commercial 
affiliations. The consulting engineer offers his services on a fee basis to provide 
his client with technical services and to represent the best interests of the client 
in all aspects of the work for which he is engaged. On the basis of broad 
experience in his field of practice, the consulting engineer is able to evaluate the 
requirements of the client and to furnish designs and specifications which will 
result in an economical and efficient facility. 

In general the consulting engineer is responsible for the preparation, specifica- 
tions, and bidding documents which detail specific requirements tailored to the 
client’s needs for materials and equipment. These documents form the basis for 
soliciting quotations from interested and qualified suppliers. This procedure 
insures that the client receives the advantages of the economies which are 
realized by purchasing on a competitive price basis and also assures that the 
various components required for a facility are obtained from sources offering 
equipment best suited to his needs. 

This procedure contrasts with obtaining a facility on a so-called “package” 
basis which is an arrangement whereby a single supplier has responsibility for 
furnishing a complete facility since, in such instance, the procurement of equip- 
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ment and material is restricted to a limited group of suppliers. While it is 
claimed that such a procedure has the advantage of expediency, it does deny 
the purchaser of a facility the opportunity to take advantage of competitive 
bidding procedures for procurement of equipment and also denies him the oppor- 
tunity of obtaining quotations from all of the interested, qualified suppliers. 

Representatives of Rogers Engineering Co., Inc., will be happy to sit with 
representatives of the Small Business Administration to assist in drafting such 
a program of education not necessarily limited to the field of electrical engineer- 
ing, but in all other fields of technical consultation. It is with this in mind 
that we submit this letter to your committee and hope that we may hear from 
you in the near future. 

For your ready information and records, we transmit herewith an introduc- 
tory brochure of Rogers Engineering Co., Inc., and brochures describing the func- 
tion of the consulting engineer which will give a clear insight of the type of 
technical assistance that one small business is able to offer. (Documents re- 
tained in committee files). 

Very truly yours, 
H. Roaers, Jr., President, 
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LETTER From E. A. MCCARDELL, PRESIDENT, WINPOWER MANUFACTURING Co, WITH 
ACCOMPANYING STATEMENT AND REPORT 


WINPOWER MANUFACTURING Co., 
Newton, Iowa, November 11, 1960. 
Re small business exports and the world market. 
Senator JOHN SPARKMAN, 
Senate Office Building, 
Washington, D.C. 

Dear Sir: I have just had the opportunity of reading your news releases Nos. 
387 and 388 of October 26 and November 1 describing the meetings your Senate 
Small Business Committee has planned for various sections of the United States, 
and want to express my interest and offer of any information I can supply. 

Although we are a realitively small middlewestern company, we do operate 
our own export department and sell to distributors in approximately 50 foreign 
countries throughout the world—and have been doing this since the end of 
World War II. a 

This past spring I made a long trip around the world calling on our distribu- 
tors and representatives in 26 of these countries, and as a result reported to 
Senator Hickenlooper as you will note on the attached reprint of my letter. 

More recently I wrote the attached editorial for a local publication which 
further expands my viewpoints and a brief outline as to the opportunity in 
export. 

I am not sure, I could attend one of the meetings you propose conducting in 
New York, New Orleans, or San Francisco, but on the other hand if there is any 
information or help I could give, I do want to offer my services. 

Sincerely, 
KE. A. McCARDELL, President. 


Enclosures : Statement “The Need for Increased Exports.” ‘Timely Report of 
Interest to all American Manufacturers and Taxpayers regarding Foreign Trade 


[Enclosure (1) ] 
THE NEED FOR INCREASED EXPorRTs 


Sitting in the middle of the United States far away from any world ports, most 
people, and certainly most manufacturers, fail to realize the importance, and 
now the need for increasing our exports. Unless our exports are increased— 
and increased soon, the Nation will soon find itself in a very serious monetary 
situation, as our gold is flowing out of the country at a staggering rate at the 
present time, due to the decline in exports, increase in imports, plus our foreign 
aid and military programs. 

Although exports only represent 4 to 5 percent of our gross national product 
this does amount to $26 billion in sales—and $26 billion is 14 percent of the total 
world’s export. 
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Unfortunately, we are so self-satisfied with our own domestic business, just 
because we have not had to worry about our exports such as England, West 
Germany, and Japan, we have let them make heavy inroads on our buisness to 
the point where we have dropped from supplying 24 percent of the world’s ex- 
ported goods in 1947 to only 14 percent in 1959, and this spread is growing at 
a rapid rate. 

Most business people have a fear of exporting or importing goods from foreign 
eountries, but those who have had experience know it is not much more diffi- 
eult than the sales, billing, and collection problems within this country. 

Many manufacturers have a fear or a dislike of export business because it 
entails different or special products to fit certain markets thus deviating from 
their standard mass-produced items. On the other hand, the other nations who 
are taking these markets from us recognize our dislike, and characteristic of good 
salesmen, are selling our customers on the fact they want the business and can 
serve them well. 

The other phase of export is the political advantage which accrues from ex- 
port trade. Whenever a manufacturer in the United States and an importer in 
a foreign country start doing business, there is an exchange of correspondence 
and personnel which makes for a better understanding of not only business but 
the problems of each nation which in itself goes a long way toward averting war 
or the threat of war. Russia, recognizing this as a powerful political weapon 
is going so far as to underwrite its manufacturers just to establish those con- 
nections. 

If more manufacturers could realize the profitable potential in this market and 
exert the same efforts in market analysis, engineering, advertising, sales and 
service they do to obtain business in this country the effect would be tremen- 
dous. Our rapidly decreasing exports would start rising, and in turn the gold 
which is flowing out of this country today would start flowing back to it once 
again, all of which would give us a much sounder economy, give employment to 
more people and most important would help to eliminate the boom-and-bust 
fluctuations in business we are suffering today. 


[Enclosure (2)] 


A TIMELY REpoRT OF INTEREST TO ALL AMERICAN MANUFACTURERS AND TAX- 
PAYERS REGARDING OuR FOREIGN TRADE POLICIES, PREPARED BY E. A. MCCARDELL, 
PRESIDENT, FOR SENATOR BourRKE B. HICKENLOOPER OF IOWA 


WINPOWER MANUFACTURING Co. 
Newton, Iowa, July 21, 1960. 
Senator BouRKE B. HICKENLOOPER, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR HICKENLOOPER: I recently returned from the long 3% months 
trip around the world about which I wrote to you last January and in line with 
my promise, am pleased to report on my findings and my opinions after talking 
with average citizens, business men, and government men in these various 
countries. 

Here are the places I visited: Hawaii, Japan, Taiwan, Hong King, Vietnam, 
Cambodia, Philippines, Thailand, Malaya, Singapore, Indonesia, India, Kashmir, 
Egypt, Lebanon, Syria, Jordan, Israel, Turkey, Greece, Italy, Spain, Morocco, 
Portugal, France, and England. Having gone between countries entirely by air, 
and being gone the length of time I was, I did have a fair amount of time to 
spend in each nation. 

Here in brief is what I found: 

1, Contrary to what we are currently reading in the paper, we were treated 
wonderfully and most hospitably by the people in every country except in Egypt, 
Syria, and Israel. 

2. In specifically asking people what would happen if American aid would be 
substantially reduced or stopped altogether, most of the people said it would 
certainly seriously affect their economy, but they did realize it was represent- 
ing more and more of a burden to the United States. The amazing thing to me 
was the readiness with which most of the businessmen said that much of the 
aid money had been misused by the local administrators—many times for their 
own personal benefit. On the other hand, it was probably a necessary evil we 
of the United States would have to put up with, as these were the people most 
favorable towards the United States and ones who politically would do us the 
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most good. The aid in many places was certainly not getting down to the aver- 
age citizen’s level or did the average citizen realize it was being given by the 
United States. 

3. Most everyone felt Russia was getting ahead of the United States in those 
fields where they could be most effective in the event of war, and if war occurred 
now the United States might come out second best. Many said they thought we 
had passed an opportunity in not overcoming communism many years ago before 
it had developed the power it has today. 

4. It was the feeling of the people in the southeastern Asia countries and in 
India that Red China was a far greater danger than Russia, in fact they felt 
(this was 3 months ago) the free world and Russia would ultimately be able 
to work out a “live and let live” policy but that Red China would continue its 
program of aggression with the sole thought the entire world would ultimately 
be communized. 

5. India is a far greater ally of the free world than most people realize, and 
with 65 percent of its total budget going to the military, it represents a military 
force in a part of the world where we need powerful friends. The border dis- 
putes between Red China and India have more than ever swung India away 
from strict neutrality to a nation which realizes its future lies with the free 
world. 

6. Most American manufacturers because of their own tremendous domestic 
market are overlooking the sales potential of world markets. For this reason 
many of those who do call on foreign customers are so indifferent, and many 
times arrogant, they have incurred the ill will of many foreign buyers—even 
when those customers would like to buy American-made products, but do require 
some differences in construction to meet their local conditions. On the other 
hand Germany, England, and Japan are out aggressively selling their goods, 
and, unfortunately, are taking away from us a iarge percentage of our former 
export business, not alone by price but by aggressive selling and by adapting 
their products to meet the local requirements of foreign countries. 

7. Contrary to the opinion of most Americans, many foreign manufacturers 
have just as modern production facilities, in fact many of them have the newest 
equipment, and as a result their output per man-hour, entirely disregarding the 
difference in hourly rates, is considerably above that in the United States. One 
large textile plant I visited in Hong Kong, employing over 2,000 people, had the 
most modern automatic Swiss-made textile machines in the world in spite of 
the fact they probably had the lowest labor rate of any country in the world. 

8. Our labor rates in the United States are far above any in the countries 
I visited, in fact very few people could believe workers were receiving $2.50 to 
$3.50 per hour. On the other hand, labor rates in the most industrial of these 
nations are going up, so the wide difference, if this trend continues, will not 
be as detrimental as it is at the moment. Typical of this England had just put 
into effect a 5 percent general increase among all machinists, and Germany was 
getting so far behind in their orders due to the tremendous increase in busi- 
ness, plus increases in their rates, that some customers were worrying about 
placing orders because of the extended deliveries and increasing costs. 

On the other hand if we do not stop the annual wage increases in this country, 
the selling prices of our goods will be so high no foreign country can afford them 
and our foreign markets will be lost, or there will be such an increase of {foreign 
made goods in this country our unemployment will skyrocket. 

9. I did not talk to a single person, guide, taxi driver, farmer or business- 
man who would not like to live in America and be a citizen of America. Of 
course most everyone thinks the average American is more wealthy than he 
actually is, but apart from this they recognize we have advantages here they 
do not have, or probably never will have. 

I could continue listing these many observations, but feel these are the most 
interesting and most important. 

Now that I have returned and have had a chance to sit back and analyze 
what I saw and learned, I have come to the following conclusions: 

1. The United States is overlooking a terrific political opportunity by not 
more aggressively selling and distributing its manufactured products through- 
out the world. I say this, because any time a resident of a foreign country 
spends his money to buy an American product he cannot help but have a more 
friendly feeling toward the United States. Likewise, the interchange of cor- 
respondence and personal visits between the importer of that foreign product 
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and the manufacturer in the United States cannot help but build up a 
friendly association. 

Russia recognizes this power of trade and in spite of their high production 
costs are actually pushing the use of their products in these foreign lands, by 
absorbing the difference between their high costs and world prices just to 
accomplish this objective. 

Instead of helping American manufacturers, our Government permits world- 
wide bidding on many of the products which it pays for, out of our own taxes, 
and because of the lower production costs of these foreign manufacturers, 
eontracts are awarded abroad. True, the dollars might go further, but by 
making awards to foreign manufacturers, our own Government is tearing 
down American manufacturers, building up foreign manufacturers and most 
important getting foreign made and labeled goods into the hands of these 
backward countries who will thereafter think more favorably of that product 
and that foreign country who made the product. A typical example of this 
occurred just last month at which time the Bureau of Public Roads (invitation 
60-111) were buying a group of diesel-electric plants for Iran. We went to 
considerable effort to prepare a very attractive bid, but understand the award 
is to be made to an English concern because they were lower bidders than any 
American company. (We were the second low qualified bidder.) In this case 
we not only lost the business to a firm who is already taking our foreign cus- 
tomers but this additional business will make them even stronger—all with our 
tax dollars. 

2. At the present time the commercial attachés and economic advisers in 
our embassies are not permitted to introduce, or go out with representatives 
of American firms to call on prospective importers in foreign countries. All they 
do is refer American companies to trade lists in the various offices of the Depart- 
ment of Commerce throughout the United States, rather than to make recom- 
mendations of good outlets in these countries. As a result our manufacturers 
have to go through voluminous lists hoping they can select a good one, whereas 
by reviewing the manufacturers’ requests more fully the embassy office could, 
because they know the people and country, make definite recommendations 
and possibly even contact prospective importers. On the other hand, the com- 
parable officer or persons in the embassies of West Germany and England 
actually go out and help establish connections for their countries’ representa- 
tives. This is a service which could be very beneficial to the American exporter 
and one which should not cost our Government very much money. 

3. Although many of our popular American-made products are kept out of 
the foreign markets because of their high costs in relation to similar products 
made in these nations of lower labor costs, there is still a tremendous oppor- 
tunity for selling our newly developed products in foreign countries if Ameri- 
can manufacturers realize the potential of this market and if our own Govern- 
ment will more aggressively assist in the promotion of this trade. This in 
turn will reduce some of our severe problems in relation to tariffs and in turn 
make for greater worldwide trade, plus giving us a political advantage of 
unbelievable value. 

A typical example of what can be done is now being started by Isbrandtsen 
Co. They have prepared huge cargo boxes in each of which there are 8 dis- 
plays of American-made products. There will be 8 groups of 10 of these 
cargo displays which they, at their own expense, transport and set up in ports 
at which they call throughout the world, thus selling American-made products 
to the backward nations. 

In conclusion I will say that I regret more American businessmen and par- 
ticularly manufacturers do not have the opportunity or take the time to visit 
the various countries I visited, as I know they would have a far different 
conception of world conditions and our place in the world than they have today. 
This in turn would help not only the United States with its present problems 
but the other nations as well. 

Very truly yours, 
BE. A. McCarpeti, President. 
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SMALL BUSINESS EXPORTS AND THE WORLD MARKET 


(A STATEMENT BY MACHINERY & ALLIED PRODUCTS INSTITUTE AND ITS AFFILIATE 
COUNCIL FOR TECHNOLOGICAL ADVANCEMENT, WASHINGTON, D.C., CHARLES w, 
STEWART, PRESIDENT, PRESENTED TO SELECT COMMITTEE ON SMALL BUSINESS, U.s8, 
SENATE, DECEMBER 29, 1960) 


We greatly appreciate the opportunity to present these views on exports by 
U.S. small business in line with the invitation of your committee, November 
1, 1960. It is requested that our principal statement be included in the record 
of proceedings of the Small Business Committee on this subject. As to the 
attachments to this statement, you may wish to include them in the record or, 
because of their length, make them available for background study by the 
committee staff. 

The Machinery & Allied Products Institute and its affiliate Council for Tech- 
nological Advancement represent the capital goods and allied equipment indus- 
tries of the United States. Although our work, which emphasizes economic 
and management research, is addressed to these industries without reference 
to size of company, there are many small businesses in this important sector of 
the economy, and our experience and studies are related to the small business 
community, including its role in international trade. 

These comments are presented not only with the background of institute 
research in the foreign trade field but also with the benefit of a close working 
relationship by institute officers and staff with the International Operations 
Council of MAPI, made up of 60 senior operating executives of capital goods 
companies charged with responsibility for foreign operations. It might also 
be useful for the committee to be reminded generally as to the size of these 
industries and the scope of their activity in foreign trade. The total volume 
of sales in the capital goods and allied product industries runs about $54 billion 
a year in goods and services. U.S. exports of capital equipment are substan- 
tial—they totaled $4.1 billion in 1959. Moreover, capital equipment exports for 
many years have represented the largest single category of goods shipped from 
the United States. Thus we naturally have a keen interest and considerable 
familiarity with the export field as well as with other aspects of foreign trade 
and investment. 

BRIEF OUTLINE OF STATEMENT 


Let me begin by suggesting certain broad areas which have a bearing on 
the opportunities for small business in the export field and then treat them 
more extensively— 

1. Whether a business be large or small, the first prerequisite to doing an 
effective job in the export field is to be oriented to foreign trade. 

2. The second essential ingredient to successfully participate in the 
export market is organization for the job. 

8. Having obtained the proper orientation to foreign trade, including 
exports and having given consideration to organization for the job—which 
must be a continuing organization—there are certain problems in foreign 
trade which need concentrated attention and which in many situations 
present obstacles to doing business effectively in the field, particularly for 
small companies, 

(a) Availability of adequate and timely credit to assist exports. 

(b) The need for sound marketing data. 

(c) The need to coordinate an export program with other interna- 
tional trade activity where company resources and know-how permit, 
as, for example, in the case of licensing or manufacturing overseas. 

(d) The need for developing a long-range program rather than an 
in-and-out effort stimulated temporarily by adverse domestic market 
conditions. 

In the discussion which follows, where appropriate we annotate the various 
points with a listing of current MAPT studies which have been developed in the 
foreign trade field. In addition, they are attached as an appendix to the 
statement. 


1 Retained in committee files. 
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DETAILED DISCUSSION OF EXPORT TRADE PROBLEMS AND OPPORTUNITIES 


Orientation to foreign trade 


We have suggested above that whether a business be large or small the first 
prerequisite to doing a job in the export field is to be properly oriented to 
foreign trade. This sounds like quite an elementary statement, but as earlier 
witnesses before this committee have stressed, its realization is more complex 
and elusive than one might think. Traditionally the United States has not 
been an international trader in the sense that England and other commercial 
nations have been for many generations. Moreover, there is a certain strange- 
ness, perhaps mystery, to doing business in the international field which dis- 
courages some companies, in particular small organizations. 

So the first problem is to cue the small company to the international trade 
field. In this connection it does not necessarily follow that the stimulation of 
interest of a small company in international trade will come most readily by 
concentrating on exporting in the first instance. It is possible that because 
of certain of the problems which we shall treat later, a small business may 
find it easier to license abroad than to engage effectively in export trade from 
the United States, at least initially. This is particularly true in view of cur- 
rent competitive conditions in the export field. 

Export organization 

Organization for export trade is very important. As implied in the previous 
point, you can’t sell in the export field in precisely the same way that you can 
in the United States. The markets are unfamiliar; the competition is different 
and in many cases more severe due to lower labor costs; the prohibitions 
against imports which are invoked by certain countries present obstacles; the 
technical aspects of shipping, etc., all involve new and different problems. More- 
over, within a company, particularly a small business, it is also necessary to 
organize for the job from a structural standpoint. This may involve only a skele- 
ton organization in a small company, but some organization is essential. Other- 
wise the export trade activity of the company will be a stepchild, neglected and 
uninspired. In this connection top management support and leadership are 
necessary. 


Availability of credit to assist exports 


Certainly one of the most important factors determining the ability of 
U.S. manufacturers to compete in international markets is the availability of 
exporter credits on terms which are competitive with those offered in other 
countries. As part of an institute survey conducted last winter we col- 
lected extensive information relating to export credit problems confronting 
American business. While the survey was directed to the export problems 
confronting all capital goods manufacturers, many portions of it are especially 
applicable to the small company. It is these aspects of the study which are 
pointed up here. 

A small business does not as a rule have sufficient internal resources to finance 
its own exports or in many cases the established reputation which would enable 
it to get extensive financing either from commercial banks or in the open 
market. For this reason small firms have tended to rely quite heavily, for 
export financing, on public financial institutions, and particularly the Export- 
Import Bank. Many of these firms naturally look to Eximbank’s exporter credit 
operations as differentiated from the Bank’s project loan program. Under 
the former, an exporter who is negotiating with a prospective customer in con- 
nection with a specific transaction may apply to the Export-Import Bank for 
help in financing that transaction. Under a project loan, on the other hand, 
application is made by the oversea buyer for the purpose of financing a specifie 
project such as the construction of a dam, the building of a steel mill, ete. 
While project loans finance sales by U.S. manufacturers, they provide no direct 
assistance to small manufacturers endeavoring to finance individual transactions. 

It is our feeling that an expanded exporter credit program would be of sub- 
stantial significance in enabling the small company to more actively enter into 
export trade. 

We are gratified that, apparently in large part as a result of the Eximbank’s 
new program of participation with private commercial banks, the volume of ex- 
porter credits has increased significantly in recent months. Since the beginning 
of the current year the dollar volume of exporter credits (excluding aircraft) 
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has totaled $21 million or an annual rate of $28 million as compared with an 
annual average of $11 million during the period 1956-59. Nonetheless, the 
dollar volume of credits is still quite low in terms of the Bank’s total financing, 
and we look forward hopefully to further increases in this area. 

Gaps in Eximbank financing.—We feel that there are certain gaps in the Exim- 
bank’s export credit program. These have been spelled out in some detail in 
testimony annotated below. We have long felt, for example, that the Bank’s 
approval procedure should be expedited and that the volume of information 
required should be reduced. We still feel that some gaps in coverage continue 
to exist, although there have been significant improvements in many instances. 

MAPI study: ‘‘Measures to Expand U.S. Exports: Present Credit Facilities 
and Proposals for New Mechanisms” is an institute policy statement presented 
to the Committee on Interstate and Foreign Commerce, U.S. Senate, April 29, 
1960. It is a comprehensive discussion in this area, including a principal state- 
ment, appendix A, on the results of a questionnaire on “Survey of American 
Export Position,” and appendix B, consisting of pertinent quotations to docu- 
ment the general analysis of the results of the questionnaire. (Retained in 
committee files. ) 


The roles that can be played by private sectors of the economy 


It should be stressed that public institutions cannot, of course, bear the full 
responsibility for the improvement of this country’s export credit position. 
Private sectors of the economy must carry their share of the load. Private 
financial institutions, for example, have done relatively little in the medium- 
term export credit field. Although there have been some encouraging signs 
of a step-up in private activity since Eximbank’s new participation program has 
been instituted, such activity is still limited and more can be done in this area 
to good advantage. 

Further, industry itself has certain responsibilities. In order that U.S. 
products may be more competitive, cost reduction programs should be stressed. 
Imaginative new product research and design are vital. Greater attention 
should be given to foreign markets by senior officers. In some instances steps 
should be undertaken to reorganize a company for international operations in 
order to assure a maximum level of export sales. Some companies should also 
take steps to assure that their world distribution outlets are so selected and 
organized as to assure maximum sales abroad. 


The need to inform business about available credit facilities 

While the private sector thus bears substantial responsibilities for improving 
the U.S. export picture, the fact remains that public sector financing is currently 
an essential feature in maintaining or improving our export position. It is 
therefore necessary that public institutions increase their usefulness and ef- 
ficiency in this area. At the same time it is essential that U.S. business be 
sufficiently aware of such facilities to take full advantage of them. This in- 
volves, of course, an educational program which can be promoted both by Gov- 
ernment and by private industry. 

MAPI studies: 

1. A new MAPI book entitled “A Company Guide to Sources of Export Financ- 
ing” will be published in January 1961. It has been prepared for the purpose 
of assuring that U.S. manufacturers will be thoroughly familiar with available 
sources of medium-term financing in order that where such credit is available on 
competitive terms U.S. suppliers can make optimum use of it. 

2. MAPI publishes a series of bulletins on financing export sales, including 
export coverage of important periodic developments in the operations of the 
Export-Import Bank, Development Loan Fund, Inter-American Development 
Bank, etc. This bulletin series is issued in recognition of the fact that pro- 
grams of these institutions not only are of interest from a procedural standpoint 
but suggest export marketing opportunities which may open up in the future or 
have been missed in the past. 


The need for better marketing data 


Another area of considerable importance to the maintenanee of high export 
levels is foreign marketing. Information as to market trends and market po- 
tentials in various regions of the world is an absolute prerequisite to planning 
for world markets. Yet sources of marketing information are limited. For 
example, import data are made available only in very aggregate form. As a 
result much detail which would be of great interest to individual industries is 
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hidden in broader totals. Beyond this, there is an almost complete lack of 
data in many countries of the world covering such basic items as production, 
even on the broadest levels. Adequate data are obviously necessary for better 
company planning for world markets. Much should be done in this area. In- 
dustry can help itself by more sophisticated use of what is available and by 
development of new private sources. Government might consider expansion of 
its marketing aids. 

MAPI studies: 

1. MAPI Capital Goods Review No. 41, April 1960, is entitled ““Major Prob- 
lems and Opportunities in Capital Goods Marketing During the Decade of the 
Sixties.’ Note particularly the section on foreign marketing, which includes a 
discussion of the increased scope of the marketing function on a worldwide 
basis. 

2, MAPI Bulletin 3682, November 14, 1960, entitled “U.S. Share in World 
Machinery Markets in 1959,” is the latest analysis in a series of such studies. 
This series identifies the principal non-Communist competitor nations in world 
exports of capital goods, broken down by major product categories; compares 
the share of world export markets in capital goods obtained by the United 
States and her strongest competitors; and identifies in broad terms current and 
developing markets for various types of capital equipment. Each bulletin is 
accompanied by a statistical supplement presenting a number of tables which 
provide pertinent information on capital goods exports to foreign trade and 
marketing specialists. The principal source for the basic data in the preparation 
of these studies is OEEC. In addition to being informative and stimulating 
for purposes of capital goods export marketing, this series of studies illustrates 
the manner in which data compiled by an organization such as OEEC can be 
analyzed and presented in such a way as to assist business in practical foreign 
trade operations. 

3. A companion series which is devoted exclusively to U.S. exports of capital 
equipment, the latest bulletin being 3678, September 19, 1960, covering the first 
half of 1960, is also useful for forward planning by capital goods exporters. 
The principal source here is the U.S. Department of Commerce. 


The need to improve Government commercial services abroad 


In addition to the need for substantial exporter credits and adequate market- 
ing data, many small companies also feel the need for more adequate U.S. 
commercial services abroad. This is particularly important for small business 
inasmuch as smaller firms, with limited resources, must necessarily rely heavily 
on such outside sources. On the basis of a survey of capital equipment manu- 
facturers, it is our feeling that there has too often been a lack of interest on the 
part of U.S. commercial officers, a lack of adequate commercial background and 
training of such officers, and long delays in providing “trade lists” and similar 
information. 

MAPI study: 

The statement of MAPI to the Committee on Interstate and Foreign Com- 
merce on “Measures To Expand U.S. Exports,” previously referred to, contains 
on pages 6 and 7 of appendix A specific discussion of the adequacy of Govern- 
ment services for exports. Further, a more detailed discussion is given on pages 
14-17 of appendix B. (Retained in committee files. ) 


Opportunities through using the facilities of larger companies 


There are, of course, additional approaches to the export problem beyond that 
of simply exhorting U.S. businessmen to give greater attention to foreign mar- 
kets, and assuring that such exports are not hindered by a lack of financing or 
by inadequate commercial services. 

Oné possible means of facilitating exports of small business would be to en- 
courage the establishment of working arrangements between small companies 
with resources too limited to allow for establishment of adequate marketing 
facilities abroad and larger companies with established outlets and long experi- 
ence in the field who are willing to take on noncompetitive lines—so-called 
“combination export management firms.” 

Such arrangements have been entered into in several instances. For exam- 
ple, last year Westinghouse Electric International took over the international 
distribution of Waring blendors and other products of Waring Products Corp. 
This type of arrangement has been undertaken by other companies. But much 
more can be done. 
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This approach has already been discussed before this committee in earlier 
testimony. The committee’s attention is recalled to the testimony of Redington 
Fiske, editor of Export Trade magazine,? who commented that Export Trade 
offers free advertising space to manufacturers who wish to contact combination 
export management firms. The response has been limited, presumably in major 
part because the magazine’s circulation is largely confined to those companies 
already active internationally. Since then Export Trade has offered to act 
under certain conditions as intermediary for combination export firms and 
manufacturers’ export representatives who wish to handle additional product 
lines. It is quite possible that the Government without adding expense or 
burden to its export assistance program could help accelerate such arrangements, 


Oversea operations can lead to greater exports 


Beyond this, we feel it is essential that small business develop a permanent 
interest in foreign markets. Too often small companies treat foreign markets 
as marginal markets. They turn to them only when domestic business declines, 
Obviously, a company which has its own operations abroad or which has licensed 
a foreign company to manufacture one or more of its products will have a 
permanent interest in Oversea markets. 

In addition, an operation overseas serves to facilitate a company’s penetra- 
tion of foreign markets through exports from the United States as well as 
through sales from oversea plants. This often follows from the creation of 
foreign distribution outlets in connection with oversea investment activities, 
the development of new foreign contacts, et cetera. 

Currently we sense a tendency in some circles to downgrade U.S. investments 
Overseas on grounds that such investments clearly worsen our balance-of- 
payments position by accelerating the flow of dollars from this country and 
depressing U.S. exports. In our opinion, in the net this is not the case, for 
several reasons, including that just cited above. When business undertakes a 
direct investment program abroad it does not necessarily follow that alternative 
opportunities exist in domestic markets. In some cases investing abroad may 
be the only means of maintaining markets which otherwise would be lost. 

In addition, it should be pointed out that some very important benefits are 
generated from direct investment overseas which are not only international in 
character but in many respects have a domestic impact. Many companies have 
weathered economic difficulty in the United States more easily by virtue of the 
sustaining strength of their international operations. Research and develop- 
ment programs have been carried on at reasonable levels through difficult pe- 
riods and employment levels may have been greater than they would have been 
if foreign income were not available to the company. Finally, repatriated earn- 
ings to the United States are often used to help improve plant and equipment at 
home, to sustain employment of key people, and to give the company overall 
strength. 

In this latter connection it should be pointed out that the longer run effects 
of direct investment abroad are to improve the balance-of-payments picture. 
It should be noted, for example, that U.S. income from direct investment abroad 
totaled $2.2 billion in 1959 as compared with only $1.4 billion of net capital 
outflow to oversea areas. This fact need to be recognized and emphasized. 

It should be added that in many instances the establishment of operations 
abroad serves to create a demand for U.S.-built components which are assembled 
overseas or for about U.S.-built products which are closely related to those being 
manufactured abroad. Also, the initial effect of investment by U.S. companies 
abroad is often to increase demand for U.S. machinery and equipment. 
Hence it can be seen that the relationship between oversea _ invest- 
ments and U.S. exports is close and to some extent they are part of an dnte- 
grated whole—the foreign trade activity of a company. 

MAPI studies: 

1. MAPI testimony presented to a subcommittee of the Senate Banking and 
Currency Committee in July 1959 (Bulletin 3600) deals in part with the need 
to balance properly, both from the standpint of public policy and private 
industrial programs, investment abroad and export trade. 

2. MAPI Memorandum FT-24, September 13, 1960, is entitled ‘Considera- 
tions in Establishing Manufacturing Operations Abroad.” This memorandum 


2See p. 112 for testimony. 
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attempts to outline in broad terms some of the major factors which should be 
considered by any company interested in establishing operations overseas, and 
to review and evaluate in summary form the alternatives available to a com- 
pany planning to manufacture abroad. 


Federal tax policy 


In the interest of brevity, and because of the complex nature of the subject, 
we will not attempt in this context to deal in detail with the impact of Federal 
tax policy on export trade and on foreign source income in general. The insti- 
tute has treated these subjects in depth in testimony before the House Ways 
and Means and the Senate Finance Committees over the last several years, as 
referenced below. Suffice it to say here that in our view it is inappropriate to at- 
tempt to draw a sharp line of demarcation for tax purposes between foreign in- 
come attributable directly to foreign investment in branches or manufacturing 
subsidiaries and foreign income accruing from agreements for the sale of engi- 
neering know-how or the sales of items exported from the United States or from 
a third country. To put it another way, we have recommended that in consider- 
ing the proposed Boggs foreign investment incentive tax bill, H.R. 5, during the 
last session, the Congress provide for uniform treatment of foreign income 
regardless of whether it takes the form of dividends or interest from operating 
subsidiaries, branch earnings, royalties, technical and management service fees, 
and earnings accruing from export sales. 

We have also suggested that the use of a “destination test” be permitted in 
determining the source of export income under the Western Hemisphere trade 
corporation provisions of the Revenue Code. These two recommendations, al- 
though generally applicable to all sizes of business, would be particularly helpful 
to the smaller business unit. To exclude export income from the “foreign busi- 
ness corporation” concept of the Boggs bill penalizes the small company which 
is entering the foreign field via the export route and which needs to stockpile 
resources in order to build an effective overall international organization, in- 
cluding licensing and manufacturing abroad. The present Treasury adminis- 
tration of the Western Hemisphere trade corporation provisions of the code 
does not recognize export income as foreign income if title to the goods ex- 
ported passes, in the technical sense, within the United States. This has an 
exceptionally adverse impact on the smaller organization. 

MAPI studies: Institute statements on foreign source income taxation were 
presented to the House Ways and Means Committee on January 10, 1958, De- 
cember 3, 1958, and July 7, 1959, and to the Senate Finance Committee on June 
14, 1960. 


Conclusion 


In conclusion two facts should be reemphasized. First, small business must 
rely upon outside assistance to a much greater extent than larger firms, and 
hence, while they can do much for themselves, it is essential that such outside 
services be improved, and that business be thoroughly familiar with their avail- 
ability. Second, a major problem is one of actively interesting small business 
in foreign markets, and the establishment of oversea licensing arrangements 
or manufacturing facilities should be looked upon as an important element 
in the accomplishment of this objective rather than a hindrance to improvement 
of export markets. To put it another way, we feel that the Small Business 
Committee and other Government and private institutions giving study to the 
international balance-of-payments problem, the subject of exports, and other 
related matters should not swing in their thinking to the extreme of supporting 
exports to the exclusion of investment overseas or, even more extreme, to ac- 
company an export program with a negative approach to investment abroad. 

One final thought as to Government policy. It is high time, in our judgment, 
that the United States began to think of exports, of foreign investments, of 
foreign trade as a whole as an area which needs dynamic Government recogni- 
tion and support. 

We need in the United States an international commercial policy. 
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Exuisir 40 


LETTERS FROM OFFICIALS OF THOMSON MACHINERY Co., THIBODAUX, LA., TO 
RUSSELL B. LONG AND OTHERS 


THOMSON MACHINERY Co., INC., 
Thibodauz, La., December 19, 1960. 
Hon. ALLEN J. ELLENDER, 
U.S. Senator, U.S. Senate Office Building, Washington, D.C. 
Hon. RUSSELL B. Lona, 
U.8. Senator, U.S. Senate Office Building, Washington, D.C. 
Hon. Epwin E. WIL Is, 
Member of Congress, House of Representatives Building, Washington, D.C. 


GENTLEMEN: We wish to express our most sincere appreciation for the genuine 
courtesy which the members of your staff extended to our people when they came 
in to discuss some of the aspects of the sugar situation with you last week. 

Pursuant to this visit, we are pleased to summarize our position as follows: 

1. We strongly feel that Brazil, one of the largest sugar producers, in the free 
world, and one of America’s best friends, should be given an allocation to supply 
a substantial portion of any U.S. requirements, which cannot be supplied by the 
quota countries defined in the current Sugar Act. 

2. We believe that Brazil should be encouraged to invest the proceeds of any 
such sugar sale to the United States, in specialized sugar production equipment, 
to stabilize its sugar economy, and to improve its relative competitive position. 

3. We recommend that Brazil be set up as a quota country in any new sugar 
legislation. 

4. We believe that any new sugar legislation should have a provision that 
provides an incentive for all quota countries to modernize their sugar produc- 
tion, and thereby automatically accomplish the following: 

(a) Partial correction of the adverse balance of payment currently being 
experienced by the United States, if provisions are made to insure procure- 
ment of modernization equipment in the United States. 

(b) Stabilize the sugar economy of all quota countries, and enhance their 
world competitive position. 

We respectfully request that the Louisiana delegation adopt this above as its 
official position. We further respectfully request that you promptly convey 
your feelings on this to the Department of Agriculture, the Department of State, 
and directly to the Office of the President. It is suggested that the need for such 
a prompt communication is most urgent, in view of the fact the allocation for 
first quarter, 1961, requirements are now being framed, and further, in view of 
the early expiration of the current Sugar Act. We are attaching a copy of a 
letter which we recently sent to the Department of Agriculture on this subject. 

If we can supply any additional information concerning this matter, please 
let us know. 

Very truly yours, 

B. C. THomson, President. 


Exurpir 40—-(A) 


THOMSON MACHINERY Co., INC., 
Thibodauz, La., December 13, 1960. 
Senator RussEL_t B. Lone, 
U.S. Senate Office Building, Washington, D.C. 

DEAR SENATOR Lone: I read with a great deal of interest an article in the 
Times Picayune of last Saturday, December 10, of the meeting of your Small 
Business Committee at the Roosevelt Hotel in New Orleans. Our small company 
is vitally interested in export because as it stands today we specialize only in 
the manufacture of machines and implements for the production and harvesting 
of sugarcane. As you probably know, the Louisiana sugar industry is almost 
100 percent mechanized in its fields. This means that our business now in Louisi- 
ana is one of replacement rather than finding new customers. This being true, 
it has become necessary over the past years for us to search diligently for new 
business in other areas where sugarcane is grown. Such an area extends around 
the earth between the 30° parallel of latitude north and south of the Equator. 
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We have been rather successful in selling machines in many parts of the world 
where sugarcane is grown, but recently we find it more difficult. This is not 
because of a lack of desire for our machines but largely because of the shortage 
of dollars. The country of Brazil alone, if they could procure the dollars, would 
buy much of the machinery our company produces, During recent years we 
have sold some machinery through the help of the Export-Import Bank of 
Washington but this source seems to have tightened up somewhat insofar as we 
have been able to find out, except for large industrial developments. 

We were particularly interested in the fact that Mr. Samuel Waugh, president 
of the Export-Import Bank of Washington, D.C., appeared before your committee 
in New Orleans. His testimony seems to indicate that the Export-Import Bank 
of Washington desires to help small business increase their sales in export so 
that the excess in dollars flowing abroad might be lessened. 

I am writing a letter to Mr. Waugh today sending him a copy of this letter 
to you, asking his opinion on the best way for us to overcome the critical shortage 
cf dollars in Brazil and other countries, so that we may continue to sell equipment 
which they particularly need. Today our business in export is important to 
our existence but the amount could be easily doubled or tripled assuming that 
even one country like Brazil could in some manner finance the purchase of such 
equipment as we manufacture, We have the further advantage of not being 
in competition with machines that are made in Germany or other European 
countries because it so happens that the Thomson Machinery Co. is the only 
manufacturer in the world which makes a complete line of equipment for the 
production and harvesting of sugarcane, beginning with the preparation of the 
soil through the cultivation and fertilization of the crops to the cutting, loading 
and transporting of the cane to the sugar factory. Many of the machines we 
manufacture are unique in that they are not made anywhere else in the world; 
therefore, the danger of being underpriced by foreign competition does not exist 
with most of our equipment. There is a strong desire in many areas of the world, 
particularly Brazil, to use our equipment in canefields to help reduce the cost 
of production and as stated above the major reason why we cannot sell more 
is because of the shortage of dollars in most foreign areas. 

We would appreciate it very much if we could have your ideas about the best 
way to overcome this difficulty if it can be overcome. 

We are sending this letter to your Washington office thinking that probably 
they will know better where to find you than we do if we tried to send it direct 
to you in Louisiana. 

Thanking you for any advice or help you may be able to give us in the above 
eonnection and with all good wishes, we are, 

Yours very truly, 


JNO. J. SHAFFER, Jr. 
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THOMSON MACHINERY Co., INC., 


Thibodaua, La., December 19, 1960. 
Hon. RusseE.t B. Lone, 


U.S. Senator, U.S. Senate Office Building, Washington, D.C. 


Dear SENATOR Lone: Supplementing our Mr. Shaffer’s letter of December 13 
to you and to Mr. Waugh of the Export-Import Bank, copies of both which are 
attached for your ready reference, we regret that due to unforeseen circum- 
stances, we were unable to attend the hearing conducted by yourself and other 
members of the Senate Small Business Committee held in New Orleans last 
week. 

As outlined in Mr. Shaffer’s letter of the 13th and as you no doubt already 
know, we have been endeavoring for the past 12 or 15 years to develop some 
export business in the various sugar countries throughout the world but espe- 
cially in the Latin American sugar growing Republics. As pointed out by Mr. 
Shaffer, one of the major obstacles to overcome is the matter of financing. In 
the last few years practically every export transaction of any consequence that 
we have negotiated, has had to be financed under a deferred payment plan. 
Practically all of such transactions have been submitted to the Export-Import 
Bank for consideration but only a limited few did qualify under the terms of 
their regulations. As a consequence commercial financing, with financial penal- 
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ties to ourselves, was employed in order to meet competition and obtain the 
business. This type of arrangement further reduces the net proceeds from any 
such transactions and with competition from outside of the United States 
becoming more and more acute, such export business becomes less and less attrae- 
tive to small manufacturers. 

Only this past week representatives of our firm were in Washington and dis- 
cussed with the Sugar Branch of the USDA, as well as certain congressional 
members of their staffs, a proposal that was recently disclosed to us by friends 
in Brazil. In this particular country we have spent many thousands of dollars 
in research and development work to introduce our type of specialized sugarcane 
field equipment to the Brazilian sugar growers. All of this equipment has been 
readily accepted by the Brazilian sugar industry but unfortunately, just about 
the time that we had developed the market the Brazilian industrial nationaliza- 
tion program was instituted. As a consequence, imports of equipment from us 
to the Brazilian sugar growers was prohibited. Since that time, several at- 
tempts, in various methods, were introduced by the sugar industry to import 
machinery for the mechanization of their industry with the resulting reduction 
in costs of production. Some of these programs were partially successful, others 
were finalized but never materialized, and others were flatly rejected due to 
various circumstances with which we were not familiar. Under this latest plan, 
that which is outlined in a copy of our letter of December to Mr. Koffsky of 
the USDA Sugar Branch (copy attached), the Brazilian sugarcane growers have 
obtained, according to information at our disposal, unofficial approval to import 
specialized sugar machinery from the United States equivalent in value to a 
sum which they, Brazil, in turn, would receive under the purchase by the United 
States of a minimum of 100,000 tons of raw sugar, which we understand will 
be required to fulfill the estimated 1961 sugar consumption as estimated by the 
Department of Agriculture under the terms of the current Sugar Act. 

In view of the serious complications in our monetary situation such a pro- 
posal as is contained in this Brazilian plan should by all means be encouraged 
wherever possible in all foreign commerce. This would, in our opinion, greatly 
expand our export markets throughout the world and would at the same time, 
under similar circumstances, make U.S. manufactured products more competi- 
tive with foreign competition without financial penalties in dollar exchange. 

We sincerely trust that this communication may be considered as part of your 
hearings and that this plan of bilateral trade wherever possible be explored and 
encouraged to the fullest by your committee with our State Department. 

If any additional information along these lines is required, please communi- 
cate with us and we will endeavor to give you any such information that we 
have available and which might be helpful to the best interests of your com- 
mittee, manufacturers both large and small in the United States, and our coun- 
try as a whole, especially in our relations with our neighbors and friends in 
Latin America. 


Yours very truly, 
E. J. THIAC. 
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THOMSON MACHINERY Co., INC. 
Thibodaur, La., December 12, 1960. 
Mr. SAMUEL C. WAUGH, 
Export-Import Bank of Washington, Washington, D.C. 

DeaR Mr. WAUGH: We are attaching hereto a copy of a letter to our good 
friend Senator Russell B. Long which is self-explanatory and states our posi- 
tion and difficulty as concisely as possible. 

We would appreciate it very much if you would give us your advice as to the 
problem outlined in the letter to Senator Long and which seems to be getting 
more difficult each year. 

We are not too familiar with exactly how the Export-Import Bank operates. 
We know that they lend money to various countries for industrial developments 
of natural resources and things of that nature. Do they also help to finance 
agricultural machinery which is particularly needed for one of their greatest 
agricultural crops and if so, what would be the proper method to pursue in 
order to bring about some help for the Thomson Machinery Co.? 


Baeecar RO 
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Please be assured that any advices you may give us will be greatly appre- 
ciated. 
With all good wishes, we are, 
Yours very truly, 
JNO J. SHAFFER, Jr. 


Exuisit 40—-(D) 


THOMSON MACHINERY Co., INC., 
Thibodaugz, La., December 14, 1960. 
Mr. NATHAN KOFFsky, 
Chairman, Sugar Study Group, 
U.S. Department of Agriculture, Washington, D.C. 


Dear SiR: We understand that you are the head of a group which has un- 
dertaken a study of the sugar situation on behalf of the House Agriculture 
Jommittee, to insure meeting the sugar requirements of our country under 
existing international conditions. We further understand that recommenda- 
tions and suggestions have been invited by your group, from interested sources, 
to be filed with you prior to this time. Inasmuch, however, as certain informa- 
tion has just come to our attention, which we feel is vitally important to our 
eountry, and, therefore, of interest to the Members of Congress, we are sub- 
mitting this letter in the earnest hope, that it may be included in your study. 

Under the present Sugar Act, Brazil, one of the leading sugar-producing 
countries of the world, is given no quota. However, the sugar-producing 
eapacity of Brazil, we feel, can be of significant importance in guaranteeing 
the supply of sugar to the United States, in the event of cancellation of Cuban 
sugar quotas. It is our firm belief, also, that our relation with friendly 
Western Hemisphere friends and neighbors should be maintained and en- 
hanced, in view of the tenseness of the international situation. 

It has come to our attention that a move has been instituted by leadin#@ sugar 
producers in Brazil, in cooperation with the Sugar and Alcohol Institute of 
that country, to accelerate the rate of sugar production mechanization, in order 
to improve Brazil’s competitive production position. This plan, we understand 
has been approved at the highest governmental level in Brazil. Briefly, the 
plan is based upon Brazil furnishing approximately 100,000 tons of raw sugar 
to our country at the U.S. market price. Then, they would import a substan- 
tial quantity of specialized sugar production machinery of approximately equal 
value, from the United States. 

We strongly feel that the plan described above would produce multiple bene- 
fits, furthering pleasant and friendly relations between the peoples of Brazil 
and the United States of America. In this manner, we would not only insure 
our supply of sugar, but would also contribute materially to the industrial 
economy of the United States. 

We sincerely hope that this representation can be incorporated in your study 
because of our conviction as to the urgent importance which exists for our 
Government to give proper and thorough attention to this entire question. 

Yours very truly, 
THOMSON MACHINERY Co., INC., 
B. C. THomson, President, 

x 





